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PEEEACE. 


This  Treatise  is  intended  not  only  for  the  nse  of  Insurers  through- 
out the  United  States,  hut  as  an  easy  reference  for  all  persons  interested 
in  the  p-actical  application  of  the  science  of  Life  Insurance. 

The  evils  of  a purely  speculative  competition,  which  are  now  developing 
themselves  throughout  the  Union,  in  the  form  of — “eighty  per  cent, 
dividends” — “ low  premiums” — and  “ promissory  notes,” — are  clearly 
pointed  out,  and  their  injurious  effects  to  the  Insurer  demonstrated  by  a 
reference  to  the  “ Tables  of  Mortality”  and  the  “ Kates  of  Compound 
Interest,”  the  only  legitimate  foundation  of  Life  Insurance. 

Had  there  been  any  work  published  in  the  United  States,  to  which 
the  Insurer  could  refer  with  confidence,  I should  have  refrained  from 
appearing  before  the  public.  But,  as  I find  the  most  baneful  effects 
arising  from  the  fallacious  statements  put  forth  daily  by  interested  specu- 
lators to  cajole  Insurers,  I have  considered  the  work  of  a Practical 
Actuary  the  most  useful  offering  I could  make,  and  the  best  protection 
for  this  “savings’  bank  for  the  widow  and  orphan.” 

H.  G-.  TUCKETT,  Actuary. 

Philadelphia , June  1st,  1850. 


TABLE  D. 

Proper  Premiums  of  Insurance  of  a Mixed  Company,  with  a Paid-up  Capital,  on  single 
healthy  Lives,  for  one  year,  for  seven  years,  and  for  whole  term  of  Life,  in  the  sum 
of  $100. 
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Example. — A person  25  years  old  next  birthday  may  for  the  sum  of 
$10.10  insure  his  life  for  $1000  for  one  year,  or  the  same  sum  ($1000) 
may  he  insured  for  seven  years  by  the  annual  payment  of  $10.90.  Or 
$18.50  paid  annually  till  death,  will  secure  the  payment  of  $1000,  when- 
ever that  event  may  happen. 

Persons  insuring  under  the  “ mutual”  rates,  participate  in  the  profits 
of  the  business  of  the  Institution.  But  the  stability  and  prosperity  of  an 
office  depend  in  a great  measure  upon  the  annual  increase  in  the  number 
of  insurers  and  the  amount  of  new  premiums,  as  it  must  be  evident,  where 
such  an  increase  cannot  be  obtained,  the  expenses  must  eat  into  the  income 
of  the  old  business. 
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There  are  three  descriptions  of  Insurance,  viz.  Fire,  Marine,  and 
Life.  The  two  former  differ  from  the  latter  in  every  respect,  and  not  the 
slightest  analogy  exists  between  them. 

In  the  case  of  Fire  and  Marine,  the  property  insured  may,  or  may 
not  meet  with  loss,  the  chances  are  a thousand  to  one  it  will  not,  whereas 
in  Life,  the  sum  assured  must  be  paid  at  some  future  period,  death  being 
a certainty. 

If  a house  is  insured  against  fire,  the  premium  is  paid  for  “a  year 
the  risk  of  the  office  terminates  at  the  end  of  the  “ year  and  both  par- 
ties are  open  at  the  end  of  “ that  year ” to  continue  the  contract  or  sepa- 
rate, as  they  think  proper ; the  house  being  as  insurable  at  the  fiftieth 
year  as  it  was  at  the  first. 

If  the  house  should  be  burnt,  a portion  of  the  property  may  be  saved, 
and  only  a partial  loss  sustained.  In  Life  Insurance  there  is  no  partial 
loss. 

In  Marine  Insurance  the  premium  is  paid  for  “ a voyage,”  the  risk  ter- 
minates with  the  “ voyage”  and  both  parties  at  the  termination  of  each 
“ voyage”  can  continue  or  declare  off  as  they  think  most  conducive  to  their 
interests.  If  the  vessel  is  wrecked,  a portion  of  the  cargo  may  be  saved, 
and  though  damaged,  relieve  the  Insurers  from  a great  part  of  their  loss. 
In  Life  Insurance  nothing  is  saved — death  takes  all. 

Fire  and  Marine  Insurance  Companies  therefore  can  close  their  accounts 
at  the  end  of  every  year,  and  arrive  at  a correct  conclusion  of  their  profit 
and  loss.  They  may  take  their  premiums  in  notes  at  short  dates  without 
injury  to  themselves.  They  may  declare  a dividend  at  the  end  of  each 
year,  if  they  have  made  a profit,  without  suffering  the  imputation  of  impru- 
dence ; and  moreover,  neither  Fire  Insurance  nor  Marine  Insurance 
have  anything  to  do  with  the  compound  interest  of  money,  upon  which 
the  calculations  of  Life  Insurance  are  based. 

In  Life  Insurance,  if  the  person  taking  out  a policy  is  twenty-five 
years  of  age,  it  is  presumed  the  contract  will  last  thirty-seven  years ; at 
thirty  years  of  age,  the  contract  will  last  thirty-four  years;  at  thirty-five 
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years  of  age,  tliirty-one  years ; at  forty  years  of  age,  twenty-seven  years ; 
at  forty-five  years  of  age,  twenty-four  years ; at  fifty  years  of  age,  twenty 
years ; at  fifty-five  years,  seventeen  years ; and  at  sixty  years  of  age,  fifteen 
years.  Therefore,  at  no  intermediate  period  can  the  insured  withdraw  from 
his  contract,  without  great  loss  to  himself ; for,  he  would  not  only  lose  the 
premiums  he  has  already  paid,  but  he  would  have  to  pay  an  increased  rate 
of  premium  to  another  office  in  accordance  with  his  increased  age;  and  if 
his  health  has  been  impaired,  he  would  be  rejected  altogether.  In  Life 
Insurance  an  altered  state  of  health  is  fatal  to  effecting  a new  policy. 

It  therefore  behooves  every  person,  before  insuring,  to  consider  well  the 
terms  of  the  different  offices — whether  they  be  Proprietary  or  Mutual  : 
the  rates  of  their  Premiums — whether  sufficient  or  not : and  to  regard 
with  the  greatest  suspicion  and  distrust  the  tempting  lures  held  out  either 
under  the  name  of  bonus  or  dividend.  The  insurer’s  interest  in  the  sta- 
bility and  permanent  prosperity  of  a Company,  in  the  security  of  the  prin- 
cipal sum  they  have  contracted  to  pay  at  his  death,  is  incomparably  greater 
than  in  the  amount  of  any  present  distribution  under  the  assumed  name 
of  profits  of  any  offer  of  the  shadow  for  the  substance. 

Life  Insurance  is  uot  a speculation,  for  the  principle  of  Life  Insurance 
is  based  upon  sound  mathematical  calculation,  and  will  not  admit  of  any 
variation.  It  is  a plain  matter  of  fact — “ two  and  two  make  four.” 
Different  offices,  to  make  their  prospectus  more  tempting,  may  vary  the 
position  of  the  four  units  as  they  like ; they  may  call  “ one  and  three”  a 
better  four  than  “ two  and  two  ;”  or,  prove  that  “one,  and  two,  and  one”  is 
a superior  four  to  either ; and  as  long  as  they  only  make  four,  whether 
the  Company  be  Proprietary  or  Mutual,  matters  not ; but,  the  moment 
they  pretend  to  the  insurers  they  have  discovered  a new  method  of  making 
“ two  and  two  into  five,”  the  Company  may  be  set  down  as  rotten, 
totally  unworthy  of  public  confidence,  and  sure  to  result  in  ultimate  loss 
and  dishonour  to  every  one  connected  with  the  scheme — in  the  robbery  of 
the  widow  and  orphan. 

There  are  three  descriptions  of  Life  Insurance  Companies  : 

Proprietary,  which  has  a paid  up  capital  and  contracts  to  pay  a speci- 
fied sum  at  the  decease  of  the  insured,  without  either  increase  or  reduction, 
in  the  amount  of  policy.  These  are  mere  trading  companies,  selling  assur- 
ances to  policy  holders,  as  a merchant  sells  goods  to  his  customers,  and 
depending  upon  their  good  opinion. 

The  excellence  of  this  class  of  office  should  be  the  superiority  of  the 
security — and  the  exemption  of  the  assured  from  all  responsibility  from 
the  engagements  of  the  Company.  They  charge  a proportionately  lower 
rate  of  premium. 

The  Mutual. — The  policy  holders  are  each  assurers  as  well  as 
assured,  and  consequently  should  be  liable  to  all  losses*  as  well  as 
entitled  to  all  the  profits  of  the  Association.  The  best  authorities  on 
life  assurance  say  “ for  a Mutual  Life  Insurance  Company  to  succeed  the 
early  members  must  contribute  in  a much  higher  degree  than  the  subse- 

"*By  the  Mutual  charters  granted  by  the  Legislature,  no  one  insured  is  to  be  lia- 
ble for  loss  beyond  the  premium  he  has  paid  ; so  that,  in  fact,  there  is  no  assurer. 
Queer  ideas  they  have  of  Life  Insurance. 
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quent  members ; indeed,  there  can  be  no  doubt  that  the  very  large  surplus 
capital  accumulated  in  the  London  Equitable  Society,  has  been  derived 
from  the  unduly  excessive  rates  of  premium,  contributed  by  the  early  mem- 
bers, the  benefits  of  which  are  altogether  enjoyed  by  the  families  of  others/' 

“ It  would  thus  seem  evident  that  however  much  a Mutual  Assurance 
Society  may  be  a desirable  oflice  for  a policy  holder  in  its  maturity , it 
cannot  be  so  considered  in  its  infancy , as  it  must,  in  order  to  be  safe, 
require  of  its  members  a larger  amount  of  contribution  than  would,  under 
ordinary  circumstances,  be  sufficient  to  provide  for  the  claims  assured.” 

Many  Mutual  Insurance  Companies  set  forth  the  immense  advantages 
which  have  accrued  to  the  policy  holders  in  the  London  Equitable,  as 
showing  what  may  be  done  by  Mutual  Companies  in  the  United  States; 
but  in  doing  so,  they  are  guilty  of  the  grossest  ignorance  or  the  grossest 
deceit,  inasmuch  as  they  suppress  the  truth  and  cause  of  such  success. 
The  London  Equitable  was  started  in  the  year  1762.  To  a policy 
holder  30  years  of  age  the  premium  charged  was  84  per  8100,  whereas 
the  highest  premium  charged  in  the  States  by  Mutual  Offices  is  82 
per  8100.  In  1782,  after  twenty  years’  experience,  the  Equitable 
declared  their  first  dividend  of  one  and  a half  per  cent.,  or  30  per  cent  for 
the  twenty  years. 

Contrast  this  with  those  “ Mutuals”  who,  in  the  first  year,  declare 
scrip  dividends  of  80  per  cent. ; thus  entailing  an  enormous  load  of  debt 
for  future  years  upon  the  Company,  whilst  their  premium  is  seventy  per 
cent,  lower  than  the  Equitable  (the  office  they  quote  from)  was  at  its 
commencement. 

In  1815,  the  London  Equitable,  at  a meeting  of  their  policy  holders, 
passed  a resolution  that  only  the  first  five  thousand  policies  on  the  list, 
should  share  in  the  profits ; there  being  then  nine  thousand  policies  in 
existence.  In  consequence  of  this  rule,  it  now  requires  a policy  to  be  held 
at  least  twenty-two  years  before  the  party  can  participate  in  the  profits. 
In  the  United  States,  there  are  Mutual  Companies  pretending  to  be  based 
upon  the  principles  of  the  London  Equitable,  in  which,  if  the  insurer  will  pay 
a premium  on  the  31st  December,  they  will  give  him  a dividend  three 
times  as  large  as  that  of  the  Equitable,  on  the  first  day  of  January.  In 
one  night  the  great  “ Mutual”  power  works  a whole  year’s  profit ! ! ! ! 

Out  of  eighty  Life  Insurance  Companies  in  London,  six  only  are  Mutual 
Companies — the  remainder  offering  the  advantages  of  the  “ mixed that 
is,  a low  rate  of  premium  if  the  party  insure  without  Profits ; a higher 
rate  if  he  insures  with  a participation  to  the  extent  of  two-thirds  of  the 
Profit. 

It  is  now  my  intention  to  lay  down  as  simply  as  possible  the  principles 
upon  which  the  calculation  of  Life  Insurance  is  based.  The  first  principle 
is  an  estimate  of  the  average  duration  of  Life,  formed  from  observations 
among  large  masses  of  mankind,  during  an  extended  period  of  time. 
These  are  called  the  Tables  of  Mortality.  The  table  most  usually  adopted 
is  the  Carlisle,  this  being  the  most  favourable  to  the  insurer ; and  within  a 
fraction  of  “ the  law  of  mortality  amongst  assured  lives,”  deduced 
from  62.537  assurances,  under  the  superintendence  of  a committee  of 
eminent  actuaries. 
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THE  EXPECTATION  OFLIFE, 

• According  to  the  Carlisle  Tables  of  Mortality. 
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Example  at  the  age  of  30 — the  expectation  is  34t3q4q  or  34  years  and 
four  months,  that  a person  then  in  sound  health  has  a probability  of  living. 
The  Carlisle  Table  is  too  high  an  estimate  of  life  for  the  United  States — 
where  the  average  duration  is  nearer  the  Irish  expectation.* 

The  next  principle  is  the  accumulation  of  money  at  compound  interest, 
the  rate  of  which  is  generally  assumed  throughout  the  United  States  at 
6 per  cent. ; but  it  may  be  reasonably  doubted  by  business  men,  if  5 per 
cent,  can  be  realized  for  a long  term  of  years  (admitting  there  should  not 

* An  office  may  calculate  upon  receiving  upon  the  “Tables  of  Irish  Life” — at 
20  years  of  age  only  thirty-five  premiums  instead  of  forty-one  ; at  30  years  of  age 
only  thirty  premiums  instead  of  thirty-five  ; at  40  years  of  age  only  twenty-four 
premiums  instead  of  twenty-eight ; and  at  50  years  of  age  only  eighteen  premiums 
instead  of  twenty-one. 

The  average  American  rate  of  pulse  is  fifteen  beats  per  minute  higher  than 
the  English.  This  fact  has  been  ascertained  from  actual  comparison  of  the 
medical  examinations  in  both  countries.  This  being  the  case,  “what  must  be  the 
consequence  with  those  offices  which  already  take  risks  at  rates  of  premium  too 
low  even  for  the  English  lives  ?” 
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be  any  losses  from  fraud  or  bad  investments),  and  prudence  dictates  that 
the  minimum  rate  of  interest  should  form  the  basis  of  operations  which 
are  to  extend  over  a period  of  more  than  half  a century. 


COMPOUND  INTEREST  TABLE, 

Showing  the  amount  of  one  dollar  per  annum,  forborne  and  improved,  for  any  number 
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1 

1.00 

1.00 

16 

23.65 

25.67 

31 

70.76 

84.80 

46 

168.68 

226.50 

2 

2.05 

2.06 

17 

25.84 

28.21 

32 

75.29 

90.88 

47 

178.11 

241.09 

3 

3.15 

3.18 

18 

28.13 

30.90 

33 

80.06 

97.34 

48 

188.02 

256.56 

4 

4.31 

4.37 

19 

30.53 

33.75 

34 

85.06/ 

104.18 

49 

198.42 

272.95 

5 

5.52 

5.63 

20 

33.06 

36.78 

35 

90.32 

111.43 

50 

209.34 

296.33 

6 

6.80 

6.97 

21 

35.71 

39.99 

36 

95.83 

119.12 

51 

220.81 

308.75 

r- 

1 

8.14 

8.39 

22 

38.50 

43.39 

37 

101.62 

127.26 

52 

232.85 

328.28 

8 

9.54 

9.89 

23 

41.43 

46.99 

38 

107.70 

135.90 

53 

245.49 

348.97 

9 

11.02 

11.49 

24 

44.50 

50.81 

39 

114.09 

145.05 

54 

258.77 

370.91 

10 

12.57 

13.18 

25 

47.72 

54.86 

40 

120.79 

154.76 

55 

272.71 

394.17 

11 

14.20 

14.97 

26 

51.11 

59.15 

41 

127.83 

165.04 

56 

287.34 

418.82 

12 

15.90 

16.86 

27 

54.66 

63.70 

42 

135.23 

175.95 

57 

302.71 

444.95 

13 

17.78 

18.88 

28 

58.40 

68.52 

43 

142.99 

187.50 

58 

318.85 

472.64 

14 

19.59 

21.01 

29 

62.32 

73.63 

44 

151.14 

199.75 

59 

335.79 

502.06 

15 

21.57 

23.27 

30 

66.43 

79.05 

45 

159.70 

212.74 

60 

353.58 

533.12 

By  the  table  of  mortality  at  the  age  of  80,  the  probability  of  life  is  34  years, 
by  the  Pennsylvania  tables  of  Life  Insurance,  the  premium  charged  at  30 
years  of  age  is  $2  ffjj.  Question. — What  will  this  amount  to  at  6 per  cent, 
compound  interest  ? Answer. — In  34  years  at  6 per  cent,  compound  inte- 
rest, one  dollar  will  amount  to  one  hundred  and  four  dollars  and  eighteen 
cents  ($104  which  multiplied  by  the  amount  of  premium,  will 

give  $246t8(Aj. 

I would  have  the  reader  fully  understand,  as  will  be  explained  in  the 
following  paragraphs,  that  instead  of  $2T3^  being  the  sum  placed  at  com- 
pound interest,  that  45  per  cent,  has  to  be  deducted,  the  actual  amount  to 
accumulate  being  only  55  per  cent.,  or  one  dollar  twenty-nine  cents  ($1  y^,), 
which  in  34  years  would  amount  to  one  hundred  and  thirty-four  dol- 
lars t3590  ($134.39),  instead  of  $246T8QfiQ. 

Although  the  probability  is  that  an  individual  thirty  years  of  age  may 
live  34  years,  and  his  premium  increase  at  a compound  interest  of  6 per  cent, 
to  a nominal  $246t8^|j,  yet  it  can  be  easily  understood  that  a very  large 
proportion  of  the  insured,  beginning  with  the  very  first  year,  will  die, 
having  paid  only  one  or  two  premiums  before  their  lives  lapse ; and  let  the 
reader  always  bear  in  mind  that  it  is  the  first  grand  scheme  of  Life  Insu- 
rance to  provide  not  only  for  those  who  die  young,  but  also  to  afford  secu- 
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rity  to  those  who  live  for  a long  term  of  years,  that  the  amount  of  their 
insurance  will  be  paid. 

If  1000  persons,  of  30  years  of  age,  insure  their  lives,  6 of  those  persons 
will  die  in  the  first  year.  It  would  therefore  require  each  to  contribute 
sixty  cents  for  that  year  to  pay  the  loss  of  $100  each,  or  $G00  in  all  to  the 
representatives  of  these  six  persons. 

In  calculating  the  premium  for  Life  Insurance,  20  per  cent,  is  invaria- 
bly added  for  expenses  and  commission  to  agents,  which,  on  $2t3;$j,  would 

t)P  _4_7_ 

ue  T 0(j. 

The  nett  value  of  a premium  is  55  per  cent,  of  the  gross  amount  charged 
to  the  policy  holder.  This  55  per  cent,  has  to  meet  the  “ future  increase 
of  premium,”  “ the  deterioration  of  life,”  or  to  pay  back  to  the  party  “ the 
value  if  he  surrenders  his  policy” — or  “ the  sum  for  which  another  office 
would  relieve  them  of  their  liabilities.” 

The  Pennsylvania  premium  for  $100  at  30  years  of  age,  is  $2^^ 
Deduct  expenses  at  20  per  cent.  -f4g70 

Deduct  proportion  for  6 deaths  per  1000 

Deduct  nett  value,  being  55  per  cent,  of  premium  $lT209a=$2T3(/!o 

To  arrive  at  the  amount  of  premium  for  a person  one  year  older,  the 
nett  value  or  $1T2O90  4S  invested  at  5i  per  cent,  interest,  which  produces 
for  the  next  year  T7  which,  added  to  S2-J39-,  the  second  year’s  premium, 
gives  $2T453y,  the  premium  for  31  years  of  age. 

The  importance  to  the  insured  of  an  honest  and  safe  investment  of  this 
55  per  cent,  must  be  apparent.  It  is  the  fund  which  has  to  meet  the  sub- 
sequent deterioration  of  life,  the  (1t2<j9o)  one  and  twenty-nine  hundreths  of 
life  which  pass  annually  away : for  though  of  1000  persons  insured  at  30 
years  of  age,  the  deaths  would  only  be  6 per  annum  for  the  first  three 
years ; yet  at  the  termination  of  even  that  short  period,  there  would  be 
many  of  the  policy  holders  whose  health  would  have  so  deteriorated  that 
if  they  were  offered  again  for  medical  examination,  they  would  be  rejected. 
Besides,  at  48  years  of  age  the  annual  premiums  received,  and  the  losses  by 
death,  would  equally  balance  each  other ; and  after  that,  this  reserved  and 
invested  55  per  cent,  would  be  required  to  pay  the  annually  increasing 
excess  of  death  over  premium. 

It  becomes  absolutely  necessary,  therefore,  for  the  solvency  of  a Com- 
pany, whether  the  Company  be  Proprietary,  Mixed,  or  Mutual,  that, 
this  55  per  cent,  of  the  gross  amount  of  premiums  received  in  each  and 
every  year  be  permanently  invested,  and  subjected  to  a careful  examination 
and  valuation  by  an  Actuary,  at  the  expiration  of  every  seven  years. 

From  the  foregoing  example  of  the  “ expense,”  proportion  of  “deaths,” 
and  “ nett  value  of  premium,”  it  will  be  seen  there  is  not  a single  cent  to 
spare  for  profit,  and  the  premiums  which  were  sufficient  for  “ the  Penn- 
sylvania,” as  a Proprietary  Company,  have  been  assumed,  not  calculated,  for 
Mutual  Companies,  and  are  so  low  that  it  can  only  be  after  a number  of 
years  that  a surplus  may  accrue  from  a saving  on  the  20  per  cent,  allowed 
for  expense,  and  the  careful  selection  of  lives,  being  less  than  the  loss  pre- 
dicated by  the  tables. 

The  amount  of  premium  to  be  compounded  at  6 per  cent.,  is  not,  there- 
fore, as  has  been  explained,  the  whole  premium  of  $2  at  30  years  of 
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age,  but  only  $1^^,  which,  if  the  insurer  live  the  whole  period  of  34 
years,  will  amount  to  134T3<j°g. 

I regret  to  say  that  in  estimating  the  superior  advantages  of  Mutual 
Companies  in  the  prospectuses  set  forth  by  offices  in  Pennsylvania  and 
Maryland  and  several  of  those  to  the  eastward,  I have  not  met  with  a soli- 
tary instance  where  a single  cent  has  been  admitted  in  the  calculation  for 
“expenses,”  “deaths,”  or  “deterioration  of  life,”  but  every  “example” 
has  assumed  that  each  person  would  live  out  his  expectation,  at  a full  rate 
of  compound  interest  on  his  whole  amount  of  premiums,  and  so  make  a 
glorious  profit  for  the  members. 

In  the  prospectuses  of  these  Companies,  long  quotations  are  given  in 
favour  of  Mutual  Companies,  but  I regret  to  say  with  the  most  culpable 
disingenuousness.  They  omit  the  basis  upon  which  the  approbation  of 
Mutual  Companies  has  been  expressed  by  De  Morgan,  Babbage,  Chambers, 
and  other  writers  on  Life  Insurance,  viz ; “ that  the  high  amount 
OF  PREMIUM  IS  OF  NO  CONSEQUENCE,  AS  THE  SURPLUS  IS  RETURNED  IN 
THE  SHAPE  OF  PROFIT.” 

The  Equitable  of  London,  whose  great  success  is  invariably  appealed  to, 
it  must  be  remembered,  enjoyed  for  many  years  a monopoly.  The  rates 
of  premium  charged  by  them  were  enormously  high,  seventy  per  cent, 
above  the  Pennsylvania  rates — and  though  now  reduced  nearly  one-lialf, 
are  still  infinitely  higher  for  the  younger  lives  than  the  premium  charged 
by  any  Mutual  office  chartered  in  the  United  States.  In  addition  to  this, 
the  Equitable  of  London  invested  their  money  in  the  purchase  of  govern- 
ment stocks  at  very  low  prices.  From  the  year  1779  to  1786,  the  average 
price  of  the  3 per  cents  was  about  60 ; from  1796  to  1816,  it  was  below 
60,  and  in.  the  latter  year,  as  the  public  funds  began  to  rise  in  value,  the 
mutually  insured  came  to  their  declaration  that  only  the  first  5000  policies 
should  be  allowed  to  divide  profits,  there  being  at  that  time  upwards  of 
9000  policies  on  their  books. 

By  many  Mutual  Life  Insurance  Companies  it  has  been  assumed  that  a 
dividend  of  two  per  cent,  per  annum  can  be  declared  every  five  years,  with- 
out the  necessity  of  a patient  and  careful  examination  of  their  books.  This 
is  altogether  a fallacy.  It  would  require  a very  high  degree  of  prosperity 
in  an  office  to  be  enabled  to  grant  a dividend  of  two  per  cent,  per  annum, 
every  five  years,  and  yet  be  in  such  a position  as  would  enable  them  to 
wind  up  their  affairs  with  honour  and  reputation.  I would  solicit  the 
reader’s  careful  examination  of  the  following  tables  (A  and  B)  showing 
the  condition  of  862  persons,  whose  lives  are  assured  at  the  age  of  thirty, 
and  who  die'in  the  due  course  of  nature. 

Of  one  thousand  persons  alive  at  10  years  of  age,  only  862  would  reach 
the  age  of  thirty.  If  these  862  persons  were  then  to  form  themselves  into 
a Mutual  Insurance  Company,  and  each  person  insure  his  life  for  $100, 
the  premium  to  be  that  charged  by  the  Pennsylvania  rates,  viz. : 2^3(f5 
per  hundred,  and  a dividend  to  be  granted  of  two  per  cent,  per  annum, 
or  ten  per  cent,  every  five  years,  the  result  would  be  as  shown  by  the  fol- 
lowing table,  and  an  actual  deficiency  of  $39,323  would  occur,  the  loss  fall- 
ing entirely  upon  132  persons,  who  would  have  paid  their  premiums  for 
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TABLE  A. 

Showing  the  Result  of  an  Insurance  Effected  on  the  Lives  of  832  Persons,  all  aged 
30  years — Two  per  cent,  per  annum  to  be  added  to  each  Policy  of  $100  at  the 
Expiration  of  every  five  years.  Premium  $2„3_b_  pgr  $100: 

862  premiums  at  $2 per  $100 — $2034 y3jfQ  per  annum  ; forborne 

for  5 years,  at  6 per  cent.  Compound  Interest,  ...  11453.22 

Age  35,  - - 37  deaths,  at  $110  per  death,  - - 4070.00 

Balance,  7383.22 

Five  years  Compound  Interest,  2436.39 

Total,  9819.61 

825  premiums  at  $2j30%  per  $100 — $1947  per  annum;  forborne  5 

years,  at  G per  cent,  Compound  Interest,  - - - 10961.61 

Balance  and  five  years  Compound  Interest,  20781.21 
Age  40,  - - 39  deaths,  at  $121  per  death,  - - - - 4719.00 

Balance,  16062.21 

Five  years  Compound  Interest,  5300.46 

21362.67 

786  premiums,  - - - $1854JUL  five  years  Compound  Interest,  10443.42 

Total,  31806.09 

Age  45,  - - 42  deaths,  at  $133  per  death,  - - - - 5540.00 

Balance,  26266.09 

Five  years  Compound  Interest,  8667.80 

34933.89 

744  premiums,  - - - $1755-8^  five  years  Compound  Interest,  9885.37 


Total,  44819.26 

Age  50,  - - 49  deaths,  at  $146  per  death,  - - - - 7154.00 

Balance,  37665.26 

Five  years  Compound  Interest,  12428.42 

40093.68 

695  premiums,  - $1639.20  - --  --  --  --  - 9228.69 

Total,  49322.37 

Age  55,  - - 61  deaths,  at  160  per  death,  - - - - 9760.00 


Balance,  39562.37 

Five  years  Compound  Interest,  13055.58 

52617.95 

634  premiums,  - - - $1495.24  - --  --  --  --  - 8418.25 

Total,  61036.20 

Age  60,  - - 75  deaths,  at  176  per  death,  - - - - 13200.00 

Balance,  47836.20 

Five  years  Compound  Interest,  15785.94 

63622.16 

559  premiums,  - - - $1319  - --  --  --  --  - 7426.30 

Total,  71048.46 

Age  65,  - - 92  deaths,  at  $193  per  death,  - - - - 17756.00 

Balance,  53292.46 

Deduct  5 per  cent,  for  expenses  for  35  years,  13786.47 


$39505.99 
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TABLE  B. 


Showing  what  would  be  the  result  of  a Two  per  cent.  Dividend — all  the  Lives  becoming 
extinct  in  the  due  course  of  nature. 


Number  of  Policies  at  commencement, 

Deaths,  ------ 

Remain,  - - 

Average  amount  left  for  each  policy,  - 

Five  years  Compound  Interest, 


8G2 

395 

467 

§84  .6  o_  39505.99 
v 10  0 

13036.97 


52542.96 


467  premiums  annually,  $1102.  five  years  Compound  Interest,  - - 6204.93 


Total,  58747.89 

Age  70  years  ; 109  deaths,  212  per  death,  - 23108.00 


Balance,  35639.89 

Five  years  Compound  Interest,  11761.16 


47401.05 

358  premiums  annually,  $844_8_s_  five  years  Compound  Interest,  - 4756.67 


Total,  52157.72 

Age  75  years  ; 117  deaths,  $232  per  death,  - 27261.00 


Balance,  24896.72 

Five  years  Compound  Interest,  8215.91 


33112.63 

241  premiums  annually,  $568.76  five  years  at  Compound  Interest,  - 3202.10 


Total,  36314.73 

Age  80  years  ; 109  deaths,  at  $256  per  death,  - - 27904.00 


Balance,  8410.73 

Five  years  Compound  Interest,  2775.54 


11186.27 

132  premiums  annually,  $311^2,  five  years  at  Compound  Interest,  - 1753.85 


Total  Cash,  12940.12 

Claim  age  85  years  ; 78  deaths,  at  8281  per  death,  (no  assets)  21918.00 
Bankruptcy  and  Deficiency,  on  above,  78  deaths,  - - $8978.12 


Deficiency  at  90  years  of  age,  41  deaths,  309  per  death,  - 12969.00 

Do.  at  95  “ “ 12  deaths,  339  per  death,  - 4068.00 

Do.  at  100  “ “ 1 death,  373  per  death,  - 373.00 

Thirty-five  years’  expenses  as  before,  13036.00 

Total  Deficiency,  *§39424.02 


'Thirty  cents  extra,  or  $2.66  per  S100.  at  the  commencement,  would  have  saved  the  Company. 
If  the  policies  were  for  $5000  each,  and  the  number  of  policies  were  5200,  the  total  Deficiency 
would  be  Eleven  Millions  Eight  Hundred  and  Twenty-Seven  Thousand  Two  Hundred 
Dollars!  ! ! 
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55  yc  and  upwards,  and  arrived  at  the  ages  of  85,  90,  95,  and  100, 
respectively. 

Each  person  at  30  years  of  age  is  calculated  to  have  the  probability  of 
living  thirty-four  years  and  four  months,  that  is,  to  the  age  of  64  years 
and  four  months.  But  it  will  be  seen  that  out  of  862  persons  alive  at  the 
age  of  30,  only  467  persons  arrive  at  the  age  of  65,  there  being  395  previous 
deaths  to  provide  for,  each  of  their  policies  bearing  heavy  accumulations  of 
dividends  or  assumed  profits.  If  the  society  were  then  to  be  dissolved, 
there  would  be  467  policies  unsatisfied ; the  whole  amount  of  the  funds 
would  be  839,505  and  the  average  to  the  credit  of  each  policy  only 
884^.  So  much  for  presumed  profits  and  anticipating  the  funds  of 
the  Company.  At  the  fourth  period,  or  50  years  of  age,  the  premiums 
and  deaths  balance  each  other,  the  losses  by  deaths  (see  the  table  A) 
amount  to  9760;  and  while  the  premiums  amount  to  $922 8 y^,  then 
it  is  the  reserved  55  per  cent,  saves  the  remaining  634  policy  holders 
from  ruin,  and  the  power  of  compound  interest  takes  practical  effect,  and 
proves  itself  the  very  essence  of  Life  Insurance. 

The  foregoing  tables,  A.  and  B.,  have  only  presumed  a profit  of  two 
(2)  per  cent,  per  annum,  and  have  shown  that  a dividend  of  that  amount 
at  the  Pennsylvania  rates  of  premium  would  require  extreme  caution — 
extreme  good  fortune,  and  a careful  examination  of  the  books,  at  each 
quinquennial  period.  What  then  must  be  said  of  those  Mutual  Insur- 
ance Companies,  those  “ little  goes”  which  advertise  dividends  of  fifty, 
sixty,  and  eighty  per  cent  ? I have  now  before  me  the  prospectus  of  a 
Company  which  has  been  in  operation  five  years,  and  which  gives  a state- 
ment of  its  disbursements  and  assets.  In  their  last  nine  months  this  Com- 
pany have  received  $122,642  premiums.  Their  expenses  and  losses  by 
deaths  in  the  same  nine  months  have  been  $74,559.  Their  actual  cash 
assets  amount  to  $130,401,  and  upon  this  they  grant  “ dividends  to  the 
credit  op  dealers”  for  1846,  1847,  1848,  1849,  1850,  amounting  to 

ONE  HUNDRED  AND  TWENTY-SIX  THOUSAND  DOLLARS  ! ! ! Is  it  possible 
that  the  sound  common  sense  which  exists  in  so  great  a degree  in  tire 
American  people,  can  be  so  grossly  misled — I would  say,  insulted ; and 
yet  this  Company  have  near  5000  policies  in  existence.  “ Those  who 
choose  to  pay  the  whole  premium  in  cash,  will,  after  13  years,  have  no 
more  to  pay  if  the  calculation  of  50  per  cent,  dividends  proves 
correct;  assuming  the  rate  of  interest  to  be  6 per  cent.,  and  that  they 
suffer  it  to  accumulate  to  their  credit  through  that  period” — so  says  the 
prospectus  of  this  Company.  Let  the  reader  judge  for  himself  from  their 
own  statement. 

Premiums  received  as  above  in  9 months,  ...  $122,642 

Deaths  and  expenses  for  9 months  as  above,  being  61  per  cent. 

of  the  premiums  received,  .....  74,559 

Out  of  every  hundred  dollars,  therefore,  to  meet  the  deterioration  of  life, 
to  accumulate  at  compound  interest  and  to  pay  the  individual  loss,  there 
remains  only  39  per  cent.  Let  the  reader  observe  how  this  will  work. 
Take  the  age  of  the  insurer  at  25  years  next  birth  day ; his  expectation  of 
life  is  38  years;  let  the  sum  he  insures  be  $5000,  and  the  premium  $100 
per  annum. 


PRESENT  STATE  OF  LIFE  INSURANCE. 


15 


Then  89  per  cent,  or  $39  per  annum,  forborne  and  improved  at  6 per 
cent,  per  annum  for  thirteen  years,  will  he  $636/4- 

(The  present  value  of  $5000  at  6 per  cent,  due  at  the  expiration  of  25 
years,  is  eleven  hundred  and  sixty  dollars.) 

Let  this  $636  be  improved  at  6 per  cent,  compound  interest  for  25  years, 
and  the  amount  is  $2728  /040;  or  little  more  than  fifty  per  cent,  of  the  sum 
insured  ($2272  less  than  the  amount  insured),  without  any  charge  for 
expenses  or  the  deaths  which  take  place,  and  for  which  this  premium  is 
proportionably  chargeable  between  the  13th  and  38th  year.  A loss  of 
$2273,  as  a single  instance,  may  appear  insignificant;  but  take  5000  poli- 
cies issued  upon  the  50  per  cent,  dividend  principle,  and  they  would  create 
in  the  38  years  a deficiency  of  no  less  a sum  than  eleven  millions  three 

HUNDRED  AND  SIXTY-FIVE  THOUSAND  DOLLAR?. 

Life  Insurance  has  been  called  the  art  and  mystery  of  compounding 
money.  If  A.  pays  B.  $100,  which  sum  B.  places  at  6 per  cent,  compound 
interest,  at  the  end  of  the  year  he  will  have  $106 ; but  if  B.  gives  A.  back 
$4/4  dividend,  he  (B.)  will  only  have  $101/4;  an(i  will  be  compound- 
ing at  only  one  and  a half  per  cent.*  If  this  Company  of  five  years’  stand- 
ing modestly  offers  50  per  cent,  profit,  another  Company  in  the  first  and 
second  years  of  its  existence,  with  equal  modesty  has  granted  an  80  per 
cent,  dividend  in  both  years.  As  Insurance  Companies  do  not  publish  a 
statement  of  their  liabilities  in  the  State  of  Pennsylvania,  and  have  gone 
so  far  as  to  obtain  an  act  of  the  Legislature  to  protect  them  from  any  such 
inopportune  exposure  of  their  affairs,  the  value  of  their  policies  outstanding 
can  only  be  taken  from  an  average  deduced  from  the  amount  of  premiums 
received.  The  Table  C is  an  analysis  of  the  statement  of  assets  put 
forth  in  the  years  1848  and  1849,  by  a company  advertising  eighty  per 
cent,  dividends,  a guarantee  capital,  and  note  of  hand  payments.  Their 
premiums  charged  are  correct ; the  business  they  have  transacted  in  two 
years  and  eight  months  is  a fair  average ; and  may  ultimately  (say  20  years 
hence)  afford  a one  and  a half  per  cent,  dividend;  making  it  the  more 
lamentable  that  the  officers  and  trustees  should  have  fallen  into  so  grave 
an  error  as  to  promise  eighty  per  cent,  dividends,  and  allow  their  agents 
iu  different  states  of  the  Union  to  publish  the  most  visionary  and  outrage- 
ous statements  of  an  imaginary  return  of  premiums. 

It  is  generally  asserted  that  no  Mutual  Life  Insurance  Company  has 
been  known  to  fail,  but  erroneously ; an  immense  number  have  been 
obliged  to  wind  up  and  .amalgamate  with  other  Companies,  paying  the  value 
of  their  policies,  that  is  to  say,  55  per  cent,  on  all  premiums  received 
anterior  to  the  present  year,  and  the  premium  of  current  year  in  full. 
David  M’Pherson  says  in  his  Annals  of  Commerce  : 

“ Out  of  above  two  hundred  visionary  schemes  that  were  formed  and  car- 
ried into  effectat  that  time  (1726),  only  four  Life  Insurance  Companies  exist 
at  present,  viz.,  the  Loyal  Exchange,  the  London,  the  York  Buildings,  and 
the  English  Copper  Companies.”  After  the  Equitable  of  London  was 

*One  dollar  per  annum  at  one  and  a 'half  per  cent,  in  sixty-two  years  at  com- 
pound interest,  will  amount  to  one  hundred  and  one  dollars  18-100.  One  dollar 
per  annum  at  six  per  cent,  in  sixty-two  years  (the  same  time),  at  compound  in- 
terest, will  amount  to  six  hundred  and  one  dollars  08-00.  It  is  on  six  per  cent, 
compound  interest  the  premium  is  calculated. 
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TABLE  C. 


Deduced  from  the  published  Statement  of  Assets  of  “the  for  the 

years  1848  and  1849,  in  accordance  with  the  principles  of  Life  Insurance,  showing 
they  have  no  profit,  much  less  80  per  cent,  dividend. 


1848. 

Policies,  380 ; Receipts,  $40000 ; Average  Age,  43  ; Average  Premium, 

$3T5o°o  per  ®100’ 

Amount  ( averaged  as)  assured,  $1,153,857 

Premiums,  per  statement,  ------  $40,000 

( Average ) amount  of  Policies,  $3000, 

(No.  1)  55  per  cent  for  Deterioration  of  Life,  $24000 
Average  Deaths,  4 by  Tables  of  Mortality,  12000 
Expenses  per  statement,  - - - 7300 — $43,300 

Deficiency,  $3300 


1849. 


Old  Policies,  380 
New  Policies,  540 


920;  Receipts,  $70,000;  Average  age,  43;  Average  pre- 
mium, $3.50  per  $100. 

Amount  ( averaged  as)  assured,  $2,000,000 
Premiums,  per  statement,  - - - - 

Average  amount  of  Policies,  $2174, 


$70,000 


(No. 

(No. 


1)  1848. 

2)  1849. 


(No.  2)  55  per  cent  for  Deterioration  of  Life, 

9 Deaths,  by  Tables  of  Mortality, 
Deficiency  in  1848,  - 

Expenses,  per  statement,  - 
Deficiency,  $2643. 

55  per  cent.  Protection  Fund,  $24000 
55  per  cent.  Protection  Fund,  $38500 


$38500 

19566 

3300 

11277—  $72,643 


Total  to  be  invested,  - - - $62,500 

Interest  required  for  increase  of  Premiums  on  $62,500,  at  5|  per 
cent,  per  annum, 

Difference  of  Prem.  between  age  of  43  and  44  on  $856,143 — $943.87 
Do.  Do.  Do.  43  and  45  on  $1,143,858—2516.36 


| $3427.00 

$3460.23 

$3460.23 


Average  amount  of  Deaths  by  Tables,  and  1 
Average  of  Policies — / 

1848  year — 4 deaths  ; $3000  each,  $12000, 

1849  year — 9 deaths;  $2174  each,  $19566— $31566 

Deaths  by  Statement,  21000 

Loss,  which  will  be  chargeable  1 
against  prems.  of  1849  in  1850  J ® 0 

(No.  1 & 2)  55  per  ct.  Protection,  as  above  $62500 
Deficiency  of  1849,  2643 


Deficiency,  ' $33.23 


By  statement. 

Investments,  cash!  --- 
in  hand,  &c.,  &e.  j **  1 ’ 
Notes  of  hand  and 
uncertain,  18,715 


$75709  $76,437 

Loss  and  Protected  Fund,  75,709 

Balance,  728 


* The  above  shows  the  affairs  of  this  Company  to  be  in  a fair  state,  with  a promise  of  a pros- 
perous future ; but  to  attain  that,  they  must  retrace  their  steps,  and  abandon  the  80  per  cent 
dividend  and  note  payments,  which,  it  is  true,  have  not  done  raueh  injury  for  the  present,  but  if 
persisted  in  will  be  extremely  injurious. 
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established  in  1762,  a number  of  other  societies  were  projected,  “ being  for 
the  most  part,  however,  false  in  principle  and  mischievous  in  effect , and  the 
names  of  which  are  now  lost  and  forgotten.” — (Pocock  on  Life  Insurance .) 
Mr.  Babbage,  the  celebrated  calculator,  has  justly  remarked  that  “ it  is 
lamentable  to  observe  the  readiness  with  which  men  of  wealth  and  character 
attach  their  names  to  Companies  with  whose  principles  they  are  totally  un- 
acquainted. The  respectability  of  an  undertaking  is  too  often  inferred 
from  the  names  under  whose  sanction  it  is  introduced ; and  the  facts  stated 
in  the  prospectus  are  believed  to  have  been  examined  into,  and  are  con- 
sidered as  vouched  for.” 

It  becomes,  therefore,  essential  for  every  one  to  examine  and  judge  for 
himself,  and  not  to  be  led  away  when  selecting  an  office  for  insuring  his 
life  by  high-sounding  names ; a want  of  proper  attention  to  this  point  may 
be  the  means  of  occasioning  disappointment  and  loss  to  the  unfortunate 
individual,  who,  whilst  following  the  shadow,  loses  sight  of  the  substance. 

It  has  been  shown  that  no  Life  Insurance  Company  can,  with  security  to 
its  constituents,  declare  an  annual  dividend.  Neither  can  these  offices  nor  any 
Life  Insurance  Company,  take  promissory  notes  in  payment  of  the  pre- 
miums without  placing  their  institution  in  a position  of  extremely  doubtful 
stability. 

The  promissory  notes  have  been  given  by  the  insurers  upon  a tacit 
agreement  that  payment  shall  not  be  called  for,  unless  upon  a fair  gene- 
ral average  upon  all  the  notes  being  actually  necessary ; and  the  calling 
up  such  a general  average,  would  at  once  destroy  the  prestige  of  the 
Company’s  success,  and  seriously  injure  the  prosperity  of  all  concerned. 

We  recommend  a careful  perusal  of  the  following  important  Insurance 
trial,  wherein  the  promissory  note  system  is  exposed : 

Enoch  Durar  v.  The  Hudson  Mutual  Insurance  Company,  before  the 
United  States  Circuit  Court,  at  Trenton,  N.  J.,  on  the  28th  of  March, 
1850.  The  plaintiff’s  action  was  on  a.  policy  for  $2300,  which  had  been 
duly  assigned  to  him.  By  the  charter  of  these  Note  Companies,  when  a 
policy  is  assigned,  the  person  to  whom  it  is  transferred  must  give  his  note 
for  a large  portion  of  the  premium  to  the  Company,  and  which  in  this  case 
would  call  for  a note  rising  four  hundred  dollars.  This  note  is  neces- 
sary before  the  assignment  is  valid,  and  had  never  been  given  by  the  plain- 
tiff, who  very  likely  knew  nothing  about  it. 

The  judge  charged  the  jury  in  direct  terms,  that  the  PLAINTIFF  not  hav- 
ing given  the  note  required  by  the  charter  of  the  Company  (that  being  a 
condition  precedent),  the  policy  was  void,  and  no  recovery  could  be  had 
upon  it;  and  directed  them  to  find  a verdict  for  the  defendants. 

The  jury,  however,  taking  a common-sense  view  of  the  case,  renderet 
a verdict  for  the  plaintiff. 

Whereupon  the  Judge  directed  the  Clerk,  when  he  entered  the  verdict, 
to  enter  also  that  “ the  Court  directs  the  verdict  to  be  set  aside  AS  being 
rendered  contrary  to  law,  and  contrary  to  the  charge  of  the  Court,” 
and  dismissed  the  jury  for  the  remainder  of  the  term ! ! 

From  what  has  been  said,  it  is  obvious  the  policies  of  all  those 
offices  which  take  notes  as  a part  of  the  premium  are  perfectly  value- 
less in  any  mercantile  transaction,  or  when  required  as  collateral  secu- 
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rity ; thus  depriving  the  insured  of  the  only  benefit  he  can  derive  from  a 
policy  during  his  life.  In  Marine  Insurance  the  policy  expires  with  the 
voyage,  therefore  a note  has  only  a limited  period  to  run.  In  Life  Insur- 
ance the  party  must  die  before  the  humbug  is  discovered. 

All  the  expenses  and  deaths  must  be  paid  in  cash,  and  the  reserved  fund 
will  consist  almost  entirely  of  notes  without  any  collateral  security,  and 
which  no  broker  would  give  five  per  cent.  for. 

As  eighty  per  cent,  dividends  are  not  part  and  parcel  of  the  scheme  of 
Life  Insurance,  neither  is  the  note  system ; nor  the  guarantee  capital  sys- 
tem ; nor  the  low  rate  of  premium  system;  all  of  which  are  false  in  principle 
and  mischievous  in  effect,  and  have  been  introduced  by  speculators  totally 
ignorant  of  the  whole  science  of  Life  Insurance. 

Mr.  Bethune  says,  in  his  highly  valuable  work  : “ The  principal  features 
to  be  traced  amongst  the  inducements  held  out  by  offices  recently  estab- 
lished, are  the  advance  of  money  to  assurers  upon  approved  personal  secu- 
rity, and  the  permission  to  pay  a portion  only  of  the  premium  due,  leaving 
the  remainder  to  be  repaid  at  compound  interest,  both  of  which  plans  are 
at  variance  with  the  original  object  of  Life  Insurance,  which  was  to  encou- 
rage habits  of  prudence  in  individuals  by  enabling  them  to  make  provision 
for  their  families." 

By  the  promissory  note  system,  if  a man  of  thirty-five  pays  only  one-quar- 
ter of  his  premium  by  notes  for  thirty-one  years,  the  amount  of  his  policy 
will  be  only  tivo-fifths  of  the  amount  he  pretends  he  is  insured  for;  and  at 
the  hour  of  his  death  he  will  feel  that  he  has  been  practising  upon  his  wife 
and  children  a selfish  fraud,  by  inducing  a belief  that  they  will  receive 
$5000  when  he  knows  they  will  only  obtain  $1707,  the  rest  of  the  policy 
being  required  to  pay  the  premium  notes. 

A guarantee  capital  is  in  fact  no  capital,  but  useful  as  a means  of  pay- 
ing five  per  cent,  per  annum  to  certain  individuals  for  their  own  profit  and 
emolument.  An  actual  paid-up  capital  in  Life  Insurance  is  invested  and 
earns  in  the  public  securities  its  own  dividend  of  6 per  cent.  ; but  a gua- 
rantee capital  is  a note  placed  in  an  iron  safe,  promising  at  some  time  to 
pay  somebody,  a sum  for  which  no  consideration  has  been  received,  and  for 
which  the  giver  is  to  receive  a percentage  of  five  per  cent.  A stockholder 
in  the  one  case  has  a direct  interest  in  the  prosperity  of  the  institution, 
because  he  has  paid  his  money,  and  fears  to  lose  it ; in  the  other,  the 
maker  of  a guarantee  note  has  to  foster  in  the  insurers  a belief  in  a nomi- 
nal prosperity,  by  granting  imaginary  profits  to  them,  and  thus  securing  his 
own  annuity  from  the  Company.  Much  odium  has  been  thrown  on  Pro- 
prietary Companies  by  the  oft-repeated  “assertion"  that  they  take  the 
profits swhich  justly  belong  to  the  assured.  A Mutual  office  that  gives  five 
per  cent,  for  a guarantee  capital,  is  precisely  similar  to  a Proprietary  Com- 
pany that  pays  its  stockholders  eleven  per  cent. — only  the  Proprietary 
Company  have  the  money  actually  invested,  whilst  the  “ Mutual"  have 
promissory  notes  of  questionable  value.  The  following  graphic  description 
of  a guarantee  capital,  published  in  the  New  York  Herald,  15th  May, 
1850,  is  worth  attention.  “ Ex  uno  disce  omnes.” 

“Several  financiers  of  this  city  (being  then,  as  now,  supreme  controllers  of  the 
company)  determined  to  raise  a ‘ guarantee  capital’  of  $150,000.  It  was  done, 
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and  thus  : one  had  unencumbered  property  to  the  amount  of  about  §7000  or  §8000. 
On  this  he  gave  a mortgage  to  the  company  for  forty  thousand  dollars  ! Another 
had  unencumbered  property  worth,  I think,  not  over  $1500  ; and  yet  he  had  the 
assurance  to  give  upon  it  a mortgage  for  thirty  thousand  dollars  ! Other  gua- 
rantors (?)  acted  even  more  rascally,  but  not  on  quite  so  extensive  a scale.  Thus  it 
has  been  shown  that  these  individuals  took  $70,000 — nearly  one-half  of  the  1 capi- 
tal’— and  gave  as  security  not  more  than  $10,000  at  the  outside,  and  received  at 
the  rate  of  6 per  cent,  per  annum  for  the  use  of  their  mortgages.  Had  this  capi- 
tal been  legal,  the  above-named  financiers  were  cheating  their  brother  stockhold- 
ers out  of  §3600  a year  ; but  as  it  was  altogether  illegal,  the  amount  filched  was 
$4200  a year.  By  the  way,  none  of  the  mortgages  alluded  to  were  recorded  ; and 
if  the  capital  even  had  been  a lawful  one,  it  would  thus  have  been  worthless.” 


There  is  no  analogy  between  guarantying  the  payment  of  a commercial 
note,  which  is  put  into  circulation — for  which  a consideration  is  received, 
and  which  becomes  due  at  a given  period,  and  the  so-called  guarantee 
capital  of  a Life  Insurance  Company,  which  guarantee  notes  have  no  one 
principle  of  fixedness,  and  are  in  the  safe-keeping  of  the  very  persons  who, 
if  the  notes  were  worth  anything,  would  be  liable  for  their  payment,  and 
who  have  the  power  to  withdraw  themselves  from  the  institution  whenever 
they  foresee  difficulties  arising.* 

In  entering  upon  the  subject  of  low  rates  of  premium,  I must  beg  the 
reader  to  study  the  figures  which  will  be  set  before  him,  and  I then  feel 
confident  he  will  at  once  see  the  impossibility  of  these  low  premium  offices 
meeting  their  engagements  after  a few  years,  when  their  expenses  and  losses 
begin  to  eat  them  up. 

The  lowest  rate  which  can  be  used  at  30  years  of  age  is  per  $100, 

and  this  can  only  be  adopted  by  a Proprietary  Office  with  a large  actual 
paid-up  capital,  to  meet  the  extra  claims  in  the  early  years  of  the  Office. 
This  premium  of  allow  deaths,  per  table,  - 60 

Deterioration,  -----  $1.29 

For  expenses,  - - - 15  or  7?  p.  c. 

The  extra  expenses,  until  the  amount  of  the  premiums  is  sufficiently 
large,  must  be  paid  by  capital,  and  it  is  this  early  assistance  to  premiums 
by  capital,  which  gives  capital  a legitimate  claim  at  a future  period  for  a 
profit  from  Premiums. 

But  should  the  business,  either  from  a want  of  knowledge  of  the  officers 
of  the  society,  or  the  contracted  nature  of  their  plans,  and  the  consequent 
limited  amount  of  their  transactions,  be  allowed  to  stand  still,  or  should  the 
Institution  lose  public  confidence,  these  rates  will  not  suffice  for  a Pro- 
prietary Company. 

The  value  of  deaths,  and  the  deterioration  of  life,  are  fixed  by  tables  of 
mortality,  the  result  of  extensive  statistical  inquiry  carried  on  through  the 
nations  of  Europe  for  one  hundred  and  sixty-three  years ; these  two  items, 
therefore,  death  and  deterioration  of  life,  must  remain  the  same,  whatever 
the  nature  of  the  Company,  whether  Proprietary,  Mutual,  or  Mixed,  and 
the  pro  rata  for  them  is  beyond  the  reach  of  speculation  or  specula- 
tors. These  two  items  have  been  shown  to  be,  the  first  for  deaths  in 

* When  an  insurer  applies,  the  Guarantee  Capital  is  a capital.  When  the  Tax 
Collector  calls,  the  guarantee  capital  is  no  capital.  Alter  et  idem. 
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the  current  year,  and  the  latter  $lT2y9c  for  future  deterioration  and  nett 
value  of  policy  : together,  one  dollar  and  eighty-nine  cents. 

I have  now  before  me  the  rates  of  a Company  who  fix  their  premium  at 
30  years  of  age  at  $lT508y  per  $100,  or  (jVo)  thirty-one  cents  per  hundred 
below  the  prime  cost,  without  allowing  a fraction  for  expenses,  commission 
to  agents,  &c.,  &c.,  &c.  Other  Companies  charge  at  30  years  of  age 
or  eleven  cents  per  hundred  below  prime  cost,  without  allow- 
ing a fraction  for  commission  (10  per  cent.),  expenses,  &c.,  &c.,  &c.  The 
way  to  test  a low  premium  is  by  comparing  it  with  an  annuity.  For 
instance,  a person  aged  30,  pays  to  an  Insurance  Office  one  hundred  dol- 
lars, for  which  they  agree  to  pay  him  a certain  rate  of  interest  as  long  as 
lie  lives.  The  value  of  the  annuity  at  6 per  cent,  would  be  13  years,  with 
which  divide  the  $100,  and  the  amount  of  the  annuity  is  seven  dollars  and 
seventy  cents  per  annum.  If  the  person  then  goes  to  a low  price  Insur- 
ance Office  and  insures  his  life  for  $100,  so  that  at  his  death  he  will  receive 
his  money  back ; he  pays  a premium  of  $lT5n8y  per  $100,  which,  if  deducted 
from  the  $7.70  annuity  he  receives,  will  allow  him  a clear  interest  for  his 
money  of  $6.12  per  cent,  per  annum. 

Let  us  apply  this  test  to  the  Insurance  and  Annuity  tables  of  rates  in 
use  by  an  “everything  Company,”  published  with  their  prospectus,  and  of 
which  the  pamphlet  now  before  me  states  “four  editions  of  ten  thousand 
each  are  completely  exhausted.” 

The  column  headed  nett  interest  of  money,  I have  added  that  the  reader 
may  see  at  a glance  the  clear  investment  offered  to  him,  should  he  imagine 
the  possibility  of  any  public  stocks  or  mortgages  that  would  yield  such 
enormous  interest,  over  and  above  the  necessary  10  per  cent,  commission 
to  agents  and  all  other  expenses.  As  the  party  would  have  his  principal 
returned  at  death,  I do  not  see  how  the  clear  investment  at  30  years  of 
age  can  be  $6y5y4y  per  cent.,  and  at  67  years  of  age  $9.04,  unless  there  is 
a preference  given  by  mortgagees  and  fundholders  to  elderly  gentlemen  and 
ladies. 

Showing  the  amount  of  Interest  clear  of  all  Expenses,  which  must  he  realized  to  pay  tli& 
Annuity,  and  return  the  $100  at  the  death  of  the  party. 


Insurance  on 

Annuity,  paya- 

Excess of  Inte- 

Age. 

$100,  payable 

ble  on  $100  du- 

rest  obtained  by 

at  death. 

ing  life. 

the  party. 

20 

1.33  - 

7.87 

6.54 

25 

1.53  - 

7.94 

6-41 

30 

1.78  - 

8.09 

6.31 

35 

2.06  - 

8.41 

6.35 

40 

2.44  - 

8.86 

6.46 

45 

2.80  - 

9.42 

6.62 

50 

3.45  - 

- 10.20 

6.85 

55 

4.34  - 

- 11.28 

6.94 

60 

5.25  - 

- 12.82 

7.57 

65 

6.41  - 

- 15.02 

8.61 

66 

6.72  - 

- 15.56 

8.84 

67 

7.09  - 

- 16.13 

9.04* 

* These  gentlemen  certainly  must  have  been  their  own  actuaries.  There  is  an 
old  saying  about  a man  being  his  own  lawyer,  which  equally  applies  to  Insurance. 
These  persons  must  have  had  very  funny  ideas  of  life  annuties. 
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That  I may  not  be  imagined  to  rest  upon  my  own  opinion,  I would  call 
attention  to  the  following  extract  from  the  very  valuable  work  on  Life  In- 
surance and  Annuities,  published  by  “the  Society  for  the  Diffusion  of 
Useful  Knowledge.”  Speaking  of  competition  in  Life  Insurance,  the 
author  says : — 

“ The  great  evil  to  be  apprehended  from  this  competition  is  the 
reduction  of  premiums  to  such  an  extent  as  will  prove  incompatible 
with  the  permanent  stability  of  the  office ; and  already  have  one  or  two 
offices  advertised  rates,  which,  after  deducting  the  commission  allowed  to 
agents,  will  be  found  at  some  ages  less  than  the  premiums  obtained  by  cal- 
culating from  the  Equitable  experience  at  3 per  cent.  Another  office  which 
advertises  the  rates  at  which  it  will  grant  annuities  and  assurances,  offers 
terms  which  in  some  instances  allow  an  absolute  interest  of  (equal  to  85-^%) 
£5  15s.  per  cent. ; as  an  examination  will  show  £100  may  be  laid  out  in 
the  purchase  of  an  annuity,  out  of  the  yearly  receipts  of  which  the  pre- 
mium for  assuring  the  £l0O  in  case  of  death  may  be  paid,  still  leaving  the 
difference,  £5  15s.  (equal  to  5^%  per  cent.),  to  be  enjoyed  by  the  party. 
It  is  scarcely  necessary  to  state  what  must  be  the  result. 

Note  by  the  Editor. — “ This  paragraph,  which  refers  to  the  Independent 

West  Middlesex,  was  written  before  that  nest  of had  run  its  race, 

and  exposed  in  its  true  colours  the  gross  fraud  upon  the  public.”* 

Can  any  sane  man  imagine,  when  he  insures  his  life,  that  the  Company 
from  whom  he  obtains  his  policy,  are  philanthropists  who,  out  of  their  own 
pockets,  intend  to  endow  his  widow  and  children  with  a competency  ? If 
there  be  any  such,  let  him  undeceive  himself.  The  Company  will  pay 
only  so  long  as  the  premiums  paid  by  the  insurers  are  equal  to  the  losses, 
and  what  is  of  greater  consequence,  sufficient  for  the  expenses. 

In  a low-priced  office  the  climax  will  be  arrived  at  in  about  17  years, 
after  which  period  there  will  be  a deficiency,  and  the  ruinous  effects  of  too 
low  a rate  of  premiums  will  become  apparent  to  the  public  generally. 

The  insurer  must  remember  that  offices  have  unjustly  refused,  at  the 
time  of  the  death,  to  pay  either  the  amount  assured  or  to  return  the  pre- 
miums, on  the  ground  of  error  in  the  description  of  age — although  no  fraud 
was  intended  or  reasonably  suspected.  Legal  objections  of  a technical 
nature  have  frequently  succeeded  in  inducing  claimants  to  forego  a part  or 
the  whole  of  their  demands,  without  the  office  injuring  itself  by  appearing 
to  be  of  a litigious  character.  And  I have  heard  of  an  office  the  trustees 
of  which  boasted  of  their  power  to  litigate  a claim  for  three  years. 

The  number  of  offices  which  act  upon  these  principles  are  few;  but 
whilst  such  offices  do.  exist,  the  public  should  be  on  their  guard,  and  make 
the  necessary  inquiries  before  effecting  any  insurances  with  them. 

These  guarantee  capital  offices,  note  offices,  loan  premium  offices,  and  50 
per  cent,  per  annum  (to  say  nothing  of  still  larger)  dividend  offices,  whether 

* The  above  office,  the  Independent  West  Middlesex,  is  the  one  upon  which  Mr. 
Thackeray  has  founded  his  novel  of  “ The  Great  Hoggarty  Diamond By  the  Rail- 
way and  Commercial  Gazette,  March  30,  1850,  I perceive  the  Independent  Mutual 
has  just  closed,  by  an  act  of  bankruptcy,  its  philanthropic  career  “of  very  low 
premiums  for  the  benefit  of  injured  insurers.” 
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they  start  as  Proprietary  or  Mutual,  are  not  legitimate  Life  Insurance 
Companies. 

In  ninety -nine  cases  out  of  a hundred,  the  only  preference  for  the  Mutual 
system  is,  that  the  first  step,  the  charter,  can  be  procured  from  the  Legis- 
lature without  the  expense  of  a dollar,  there  being  no  tax  on  their  letters 
patent.  The  next  thing  is  to  obtain  a Secretary  or  Actuary — on  specula- 
tion ; a President — on  speculation ; a Trustee,  who  is  a printer, — on  specu- 
lation ; and  the  Company  is  organized — on  speculation.  If  a sufficient 
amount  of  premiums  are  taken,  the  officers  can  be  remunerated  only  by  an 
appeal  to  a jury ; if  not,  they  are  expected  to  work  for  promises.  The 
Trustees  give  their  names,  but  nothing  else — and  it  is  within  my  own 
knowledge  that  a chartered  Life  Insurance  Company  of  the  State  of  Penn- 
sylvania did,  through  the  Secretary,  borrow  one  hundred  dollars  to  pay 
the  preliminary  expenses  of  advertising  their  stock,  not  a single  Trustee 
being  willing  to  give  a cent  in  advance  for  what  they  said  might  prove  “ a 
dead  horse  j”  and  yet,  within  twelve  months  this  company  had  liabilities 
outstanding  to  the  amount  of  $387,020,  and  in  less  than  another  twelve- 
month,  three  supplementary  acts  to  their  original  charter.  On  their  last 
appearance  at  Harrisburg,  in  order  to  be  made  “ a Mutual,”  the  Pennsyl- 
vania Legislature  required  a statement  of  their  assets,  debts,  and  liabilities, 
which  I now  publish,  as  a specimen  of  what  may  be  the  actual  funds  of  a 
Philadelphia  Life  Insurance  Company.  Strange  it  is  that  with  such  a 
statement  as  the  following  before  them,  any  persons  could  be  found  with 
sufficient  trust  in  the  word  “ Mutual”  to  imagine  that  it  possesses  the 
power  to  galvanize  a Company. 


Presented  to  the  Senate  of  the  Legislature  of  the  State  of  Pennsylvania,  and  referred 
to  Committee  of  City  and  County,  on  application  and  grant  of  Mutual  Principle. 

Receipts  of  the  Equitable  Life  Insurance  Company  to  13th  of 

April,  1850. 

Capital  Stock  (instalment  received,)  ...  $15,800.00 
Premiums  received,  nett  in  cash,  - - - 16,973.45 

Interest  received,  -------  1,144.20 


33,917.65 

Assets,  April  13,  1840. 

$18,500  in  Pennsylvania,  City,  Pittsburg,  Cincinnati, 

Spring  Harden  and  Kensington  Stock.  Cost,  16,552.T804p 
Bills  receivable,  -----  1,199.^0^ 

Mortgage,  ------  400.00 

Cash,  ...  . - 869.T0^p 

Bal.  due  on  1350  shares  of  Capital  Stock,  ) «00  Qnn 

liable  to  call  on  15  days’  notice,  j $19,021.81 

May  5th,  1849 — policies  in  force  amounted  to  $387,620. 

Certified  by  “ the  Secretary  and  Treasurer,”  to  be  a correct  statement 
from  the  books  of  the  Equitable  Insurance  Company. 

Philadelphia , April  15,  1850. 
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April  13th,  1850 — 212  policies  in  force,  amounting  to  §319,920. 

If  the  assets  ($19,021^^)  are  deducted  from  the  receipts  (§23,917.65), 
it  gives  the  expenses  §14,895-^%. 

The  advertised  capital  stock  of  the  Equitable  (of  Philadelphia)  is  two 
hundred  and  FIFTY  thousand  dollars,  the  whole  amount  paid  in. 
See  their  Secretary  and  Treasurer’s  return  to  the  Senate — is  only  fifteen 
thousand  eight  hundred  dollars !!!  To  this  $15,800  of  capital  stock,  add 
$1144  Interest , and  $16,973  Premiums,  and  the  whole  of  their  receipts  to 
the  13th  April,  1850,  nearly  two  years,  amount  to  $33,917.  The  availa- 
ble assets  of  the  Equitable  on  the  13th  April,  1850,  consisted  of  $16,552 
Public  Stocks,  $869  Cash,  $400  Mortgage,  and  $1199  Bills  receivable, 
making  a grand  total  of  $19,020. 

By  the  return  to  the  Senate,  13th  April,  1850,  the  total  receipts 
were : $33,917 

Total  assets,  ....  $19,020 

Expenses,  ....  14,897 — $33,917 

In  becoming  a “ Mutual”  it  is  worthy  of  consideration — against  what 
fund  the  previous  expenses  of  the  Equitable  will  be  charged  ? In  accord- 
ance with  the  customs  of  Life  Insurance,  the  capital  stock  of  a Proprie- 
tary Company  is  liable,  the  stockholders  having  to  bear  the  brunt  of  their 
own  speculation.  In  this  view  of  the  case  we  have  capital  stock,  $15,800 
Known  (?)  expenses  to  13th  April,  1850,  - - 14,897 


Balance  of  Capital  Stock  unexpended,  - - - 903 

If  the  expenses  are  to  be  charged  against  the  persons  already  insured, 
and  the  capital  stock  is  looked  upon  as  an  undiminishable  and  irresponsi- 
ble fund,  the  exclusive  property  of  the  stockholders,  by  virtue  of  which 
they  claim  1530*  votes,  (that  being  the  number  of  shares  subscribed,) 
and  the  management  of  the  Company  ; then,  in  that  view  of  the  case — 
The  gross  amount  of  premiums  received,  is  - $16,973 

Known  (?)  expenses  to  13th  April,  1850,  are  - 14,897 


And  the  Balance  of  Premiums  remaining,  is  - $2,076 

However  unpleasant  the  former  position  may  be  for  the  stockholders, 
the  latter  is  infinitely  worse  for  the  insured,  who  have  been  innocent  of 
any  participation  in  the  mismanagement,  and  therefore  have  a right  to 
their  funds  whole  and  intact.  The  capital  stock  being  expended  (except 
$903),  the  business  of  the  Company  derived  from  the  amount  of 
Premiums  is  not  sufficient  to  pay  the  expenses  and  do  justice  to 
the  insurers ; these  expenses  must  eat  up  the  premiums. ^ By  their  Secre- 

* Ten  dollars  a share.  Previous  to  this  statement  being  laid  before  the  Senate, 
it  was  asserted  three  thousand  shares  had  been  subscribed,  and  that  the  pre- 
miums received  were  enownous.  A few  shares  of  the  capital  stock  were  offered 
at  auction  by  Moses  Thomas  & Son,  and  found  a bona  fide  bidder  at  —four  dollars 
a share.  A call  for  unpaid  balance  would  test  its  value. 

t My  friend,  R , a clever  actuary,  of  wide-established  reputation,  had  the 

misfortune  to  take  charge  of  a young  Life  Insurance  in  Westminster.  The 
Directors  were  all  wealthy  men,  of  high  standing  in  the  world.  R ’s  pre- 

decessor had  cut  his  throat;  but  that  was  supposed  to  have  been  the  consequence 
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tary’s  statement  to  the  Senate  on  the  13th  April,  1850,  there  were  only 
212  policies  in  force;  and  the  amount  insured  had  decreased  sixty-seven 
thousand  seven  hundred  dollars,  as  compared  with  the  5th  May,  1849, 
when  the  Company  had  only  been  eleven  months  in  operation.  Further 
comment  is  unnecessary. 

Having  demonstrated  that  “eighty  percent,  scrip  dividends,”  “note  of 
hand  payments,”  “low  rates  of  premium,”  and  the  whole  list  of  modern 
improvement  in  premiums,  are  not  part  and  parcel  of  the  scheme  of  Life 
Insurance,  and  must  eventually  lead  to  distrust  and  dishonour,  it  is  neces- 
sary I should  state  how  the  profits  of  a Life  Insurance  Company  are  to 
bo  ascertained.  Jones,  says  that  profits  are  “the  accumulation  of  pre- 
miums in  hand,  greater  than  the  amount  which,  according  to  the  valua- 
tion, ought  to  he  reserved,  the  surplus  denotes  so  much  profit  realized  by 
the  Company,  and  as  such,  may  be  appropriated  by  them,  the  sum  remain- 
ing in  hand  being  that  for  which  an  office  charging  similar  rates  would 
relieve  them  of  their  liabilities.”  P.  1093. 

The  premium  on  a policy  granted  at  30  years  of  age,  being  $2.36  per 
$100  ; at  40  years  of  age  it  would  require  a credit  to  that  policy  of  $14T2Tj°o 
before  any  profit  could  arise ; at  50  years  of  age,  $36.40  to  the  credit ; 
and  at  60  years  of  age,  $85  to  the  credit,  as  these  would  be  the  sums 
in  hand,  which  would  be  required  by  an  office  charging  similar  rates,  to 
relieve  another  office  of  their  liabilities.  The  premium  at  60  years  of  age, 
with  profits,  is  $7T4O70 — the  interest  of  $85,  at  6 per  cent.,  is  $5.11,  which, 
added  to  $2.36=$7.47.  If  the  reader  will  refer  to  the  Table  A,  he  will 
find  that  at  60  years  of  age,  there  are  559  persons  surviving,  and  the 
accumulated  fund  of  that  year  amounts  to  $47,836.  If  this  is  divided,  it 
will  give  eighty-three  dollars  and  eighty  cents  to  the  hundred  dollars 
originally  insured.  The  interest  of  this,  $83y7^,  at  6 per  cent.,  is  $5T°y2(j, 
which,  added  to  $2t3<j(\?,  the  original  premium,  makes  $7^^,  the  amount 
charged  at  60  years  of  age,  and  which  would  be  required  by  a prudent 
office,  to  take  good  and  bad  lives,  but  for  which  amount  the  same  office 
could  not  guaranty  the  payment  of  accumulated  profits,  which,  by  a 
reference  to  Table  A,  will  be  found  to  be  $93  in  addition  to  the  $100 
originally  assured.  It  has  been  before  stated  that  or  55  per  cent, 

annually  of  the  premium  at  80  years  of  age,  should  be  set  aside  to  improve 
a-t  6 per  cent.  If  this  is  done,  at  40  years  the  accumulation  (9  years') 
will  be  $14.82  per  $100  insured,  the  sum  required  to  transfer  the  liabili- 
ties being  $14.20,  together  with  the  current  premium.  At  50  years  of 

of  a constitutional  melancholy.  R had  not  been  long  in  the  office,  when  he 

discovered  that  the  Directors  were  a regular  set  of  “ Destructives” — ignorant  of 
the  principles  of  Life  Insurance,  limited  in  their  views,  litigious  and  penurious.  He, 
of  course,  knew  what  must  be  the  result,  but  was  determined  not  to  follow  his 
predecessor’s  example,  or  allow  himself  to  be  vexed,  as  the  business  was  becoming 
“ small  by  degrees  and  beautifully  less.”  At  last  the  climax  arrived,  and  one  fore- 
noon It walked  into  the  Board  room,  and  with  his  usual  good-humoured,  jovial 

smile,  blandly  informed  the  Directors  that  “he  had  just  eaten  the  last  premium  for 

lunch,”  and  should  be  obliged  by  their  further  instructions.  R ’s  advice, 

when  too  late,  was  taken,  and  the  office  was  “ amalgamated.”  R , in  telling 

the  story,  always  adds,  “ They  only  had  two  actuaries — the  first  cut  his  throat ; 
the  second  cut  his  stick.  I was  the  latter.” 
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age,  the  11.29,  improved  at  6 per  cent.,  would  amount  to  ?43T5O30;  the 
sum  required  to  transfer  the  liabilities  being  $3614f/'o  in  addition  to  the 
current  premium.  This  yields  a realized  profit  to  the  Company,  in  the 
twentieth  year,  of  $7-^  per  $100,  and  considering  the  higher  rates  of 
premium  in  the  first  years  of  the  existence  of  the  London  Equitable, 
afforded  the  1?  per  cent,  dividend  granted  by  them  in  A.  D.  1782.  It 
has  been  already  shown  that  at  the  age  of  49,  the  premiums  and  deaths 
being  balanced,  the  association  is  at  its  highest  state  of  prosperity. 

The  above  is  the  only  way  in  which  the  profits  of  a company  can  he 
ascertained.  It  requires  the  services  of  a regular  actuary,  and  gives  much 
trouble  ; hut  it  ultimately  saves  a company  from  debt  and  dishonour,  and 
the  known  prudence  of  the  association  more  than  repays,  by  the  receipt 
of  premiums,  any  expense  which  may  have  been  incurred.  A Life  Insu- 
rance Company  that  cannot  afford  to  pay  for  the  services  of  properly  quali- 
fied officers,  cannot  afford  to  incur  liabilities  which  may  amount  in  a very  few 
years  to  from  four  to  forty  millions  of  dollars.  The  Bank,  the  Merchant, 
the  Ship-builder,  the  Store-keeper,  the  Mechanic,  the  Government,  do  not 
take  their  officers  or  clerks  on  speculation,  and  make  their  remunera- 
tion dependent  upon  the  Proprietors  having  money  at  the  end  of  the  year 
to  pay  them.  If  they  did  so,  they  would  be  regarded  as  insolvent  specu- 
lators, without  capital.  Why  then  should  Life  Insurance  Companies,  who 
charge  twenty  per  cent,  on  every  premium  for  expenses,  who  incur  immense 
liabilities  in  their  corporate  character,  be  allowed  to  do  that  which  no 
mercantile  establishment  could  do  and  retain  its  credit  for  an  hour  ? Any 
idler — any  broken-down  individual — is  considered  sufficient  for  the  official 
duties  of  a Life  Insurance  Company — and  the  more  inefficient  the  employee 
may  be,  the  greater  sympathy  he  obtains  from  his  friends  and  patrons. 
The  interests  of  the  insured  are  never  looked  to  for  a moment,  and  the 
conclusive  assertion,  “ it  will  last  my  time,”  is  a sufficient  apology  from  all 
concerned  to  their  own  consciences,  for  the  mismanagement  of  the  affairs 
of  the  corporation.  I have  heard  of  hospitals  being  built  for  fools,  because, 
as  they  could  not  provide  for  themselves,  the  public  were  bound  to  do  so ; 
but  Life  Insurance  Companies,  where  the  interests  of  the  widow  and  the 
orphan  are  held  in  sacred  deposit,  are  the  last  places  where  protected  inca- 
pables  should  be  supported. 

Before  a dividend,  bonus,  or  profit  in  any  shape  is  declared  by  a Life 
Insurance  Company,  the  amount  of  premiums  received  on  each  policy  with 
compound  interest  must  be  ascertained.  Then  the  sum  which  has  been 
paid  for  expenses  and  deaths,  is  added  to  the  amount  to  be  reserved  by  the 
Company  as  the  value  of  the  policy;  these  are  deducted  from  the  com- 
pounded amount  of  premium,  and  the  difference  between  them  is  the  pro- 
portion of  profit  realized  on  the  policy. 

In  the  constitution  of  Life  Insurance  Companies  in  the  United  States, 
two  most  important  honorary  officers  are  invariably  omitted.  These  are 
the  Auditors  to  whom  the  Actuary’s  report  is  presented  for  examination 
before  the  general  meeting  (which  the  insured  should  insist  upon)  to  be 
held  each  year. 

The  Auditors  examine  the  Actuary’s  account — they  have  it  proved — 
they  make  the  Actuary  explain  the  receipts,  the  compound  interest,  the 
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expenses,  the  valuation  of  policies,  and  the  basis  upon  which  he  proposes 
to  grant  a bonus  or  dividend — and  if  all  this  is  satisfactory,  they  sign  the 
report,  and  thus  sanction  its  presentation  to  the  general  meeting.  The 
Auditors  must  be  men  of  high  commercial  standing,  and  be  paid  for  their 
examination  of  the  accounts ; but  in  all  other  respects,  unconnected  with 
the  company.  All  dividends  should  be  voted  at  general  meetings,  and  the 
report  of  that  general  meeting  should  be  printed  for  general  circulation.* 

I have  now  before  me  the  prospectus  of  a Mutual  Company  of  some 
three  years’  standing,  which  says  (p.  21):  “At  the  end  of  every  year, 
should  the  losses  of  the  company  in  that  year  fall  short  of  the  losses  called 
for  by  the  Carlisle  tables  of  mortality,  the  trustees  shall  pass  to  the  credit 
of  the  sinking  fund  a sum  equal  to  the  deficiency,  and  the  sinking  fund  so 
credited  shall  be  applied  to  the  payment  of  losses  which  shall  occur  in  any 
year  over  and  above  those  called  for  in  said  tables,  and  when  the  sinking 
fund  exceeds  one  hundred  thousand  dollars,  the  hoard  of  trustees  may,  if 
they  deem  it  expedient,  divide  the  excess  beyond  that  sum  as  profits .” 
By  a reference  to  Table  C,  p.  16,  it  will  be  seen  that  this  Company  has 
not  a cent  to  divide  as  profit,  much  less  a sinking  fund  of  one  hundred 
thousand  dollars,  created  by  “ the  losses  of  the  company  falling  short  of 
the  losses  called  for  by  the  Carlisle  table;”  and  never  will  have;  and  yet, 
they  have  twice  declared  dividends  of  eighty  per  cent.  Had  proper 
Auditors  been  appointed,  could  this  have  been  the  case?  Would  com- 
mercial men  of  standing  have  signed  their  names  to  a financial  report,  and 
taken  the  onus  upon  themselves  of  such  dividends  being  declared  ? I 
think  not. 

It  has  been  the  policy  of  “ Mutual”  companies  to  create  an  opinion  that 
“Mixed”  or  “Proprietary”  companies  charged  not  only  too  high  rates  of 
premium,  but  also  made  immense  profits  These  new  Mutual  Companies 
therefore  promised  beforehand  to  divide — what  might  never  have  an 
existence,  and  what  certainly  cannot  exist  for  several  years  to  come. 
In  reference  to  this  point,  the  distinguished  Actuary,  Mr.  Griffith  Davies, 
remarks,  “ The  evil  of  charging  excessive  premiums  cannot,  however, 
long  remain  in  a country  where  capital  is  allowed  to  flow  freely  from 
one  channel  to  another,  as  the  natural  effects  of  competition  must  necessa- 
rily reduce  the  profits  on  Life  Insurance  to  the  level  of  that  derived 
from  other  species  of  investments ; on  the  contrary,  the  peculiar  nature  of 
the  subject  renders  it  extremely  dangerous  lest  the  rates  for  life  insurance 
should  be  so  far  reduced  as  to  diminish  the  security  of  those  who  may 
select  this  mode  of  accumulating  their  savings  for  the  benefit  of  their  fami- 
lies ; for,  if  the  premiums  charged  by  societies  established  for  these  pur- 
poses should,  by  excessive  competition,  be  rendered  inadequate  to  the 
payment  of  the  claims  which,  sooner  or  later,  must  come  upon  them, 
whatever  honour,  wealth,  or  probity  the  present  managers  of  them  may 
possess — whatever  capitals  they  may  boast  of — or  however  prosperous  they 
may  appear  to  go  on,  even  for  a considerable  time — the  result  must  ulti  - 

* The  Actuary’s  report  should  be  ready  for  the  insured  and  stockholders  at  least 
ten  clear  days  before  the  general  meeting. 

| As  has  been  shown,  the  5 per  cent,  guarantee  ( no ) capital  of  a Mutual  Insu- 
rance is  exactly  equal  to  eleven  per  cent,  of  a Proprietary  (paid)  capital. 
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mately  terminate  in  litigation,  disappointment,  and  ruin  ; and  instead 
of  a national  benefit,  Life  Insurance  in  such  a case  would  inevitably  become 
a national  calamity.” 

The  Pennsylvania  Offices  make  no  annual  report — they  declare  a divi- 
dend— they  assume  a profit — but  the  insurer,  the  party  most  interested, 
has  no  means  of  knowing  upon  what  data  these  profits  are  granted — the 
shadow  may  be  thrown  upon  him  to  prevent  his  thinking  of  the  substance ; 
and  for  a few  dollars — for  four  dollars  and  eighty  cents  per  one  hundred — 
paid  to  him  personally,  he  sells  the  inheritance  of  his  wife  and  children, 
their  right  to  thousands  of  dollars.  The  judicious  insurer  may  feel  him- 
self aggrieved  by  these  quasi  benefits  thrust  upon  him — he  may  remon- 
strate, but  he  is  bound  hand  and  foot,  the  special  legislation  of  this  State 
having  declared  that  no  Insurance  Company — whether  Life,  Fire,  or 
Marine — chartered  by  the  State  of  Pennsylvania,  shall  be  required  to 
publish  its  liabilities.  They  are  declared  solvent  by  the  special  act  of  the 
Legislature,  and  with  this  the  insurer  must  be  content,  to  whatever  extent 
the  bubble  may  be  inflated. 

The  Legislature  of  Pennsylvania,  acted  upon  by  the  Insurance  Compa- 
nies of  Philadelphia,  has  passed  many  “special  omnibus  supplements,” 
hostile  to  foreign  Insurance  Companies.  But  the  subject  of  foreign  insu- 
rance has  never  been  brought  openly  before  the  Legislature  as  a part  of 
the  policy  of  the  State,  and  has  never  been  viewed  by  that  body  in  its 
proper  light,  as  requiring,  not  its  hostility,  but  its  non-interference — it 
has  never  been  viewed  as  the  ultimate  means  of  relieving  this  State  from 
a great  portion  of  its  debt  by  the  investment  of  the  accumulated  funds  in 
the  public  securities,  and  thus,  by  creating  a demand  for  state  stock,  ulti- 
mately allow  the  interest  to  be  reduced. 

Far  from  even  common  toleration,  every  annoyance  has  been  thrust 
upon  the  foreign  offices — heavy  taxation,  amounting  almost  to  prohibition, 
tines  and  penalties,  and  “ party”  declarations  of  future  special  legislation 
under  the  influence  of  private  individuals.  Already  the  foreign  offices  have 
taken  counsel  of  themselves — have  taken  counsel  of  the  most  celebrated 
constitutional  lawyer  of  this  country — and  the  reply  has  been,  “ Whatever 
tax  the  Legislature  imposes  upon  Insurance  Companies  chartered  by  the 
State  of  Pennsylvania,  foreign  Insurance  Companies  must  pay;  all  other 
taxes  are  unconstitutional.”  If  an  action  for  penalties  is  brought  against 
an  alien,  he  can  at  once  remove  the  case  into  the  Supreme  Court  of  the 
United  States,  thus  passing  over  all  local  prejudices  or  influences — divest- 
ing the  case  of  “ expediency” — and  leaving  the  question  on  the  true 
ground — constitutionality. 

The  foreign  Insurance  Companies  necessarily  must  at  all  times  have 
a preference  with  the  public  over  the  new  Insurance  Offices  of  Philadelphia,* 

* I confine  my  remark  to  new  Insurance  Offices  as  no  imputation  can  be  thrown 
upon  the  “ Pennsylvania”  or  the  “Girard,”  of  resorting  to  the  Legislature.  The 
former  office,  chartered  in  1812,  declared  this  year,  1850,  its  first  dividend  of  2 per 
cent,  per  annum.  The  “ Girard !”  also  declared  this  year  a dividend  of  2 percent, 
per  annum  for  the  last  five  years.  Conduct  like  this  deserves  the  confidence  of 
the  public.  The  Eagle  of  New  York  and  Philadelphia,  and  the  National  Loan 
Fund,  equally  deserve  the  same  praise. 
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if  only  for  the  simple  reason  that  their  charters  are  free  from  that  incessant 
special  legislation  which  renders  the  insurer  in  the  home  office  constantly 
subject  to  have  his  property  and  his  rights  legislated  away.  It  may  suit  the 
trustees  of  a Life  Insurance  corporation  to  have  their  defects,  their  squab- 
bles, their  ignorance,  annually  salved  over  by  secret  special  enactments — 
but  the  public,  the  great  body  of  insurers,  do  not  approve  of  their  contracts 
being  hourly  subjected  to  violation  without  their  knowledge — without  being 
consulted — and  without  their  consent. 

For  the  security  of  the  insured,  the  capital  stock  of  a Life  Insurance  com- 
pany should  consist  of  a large  number  of  shares  of  small  amount.  The 
shares  should  be  allotted,  and  not  subscribed  for ; and  the  extreme  number 
of  shares  in  any  person’s  hands  should  be  limited. 

By  a large  number  of  shares,  the  stock  is  distributed  more  equally 
amongst  the  public — by  a low  percentage  paid  up,  it  is  within  the  reach 
of  every  one.  Take  a capital  of  one  million  dollars — divided  into  40,000 
shares  of  $25  each.  Two  dollars  and  fifty  cents  per  share  would  make 
8100,000  paid  in,  and  at  any  time  should  more  capital  be  required,  a call 
of  fifty  cents  a share  would  produce  $20,000.  By  the  shares  being 
allotted  upon  application,  a solvent  Proprietary  is  obtained,  and  the  number 
of  shares  allotted  to  each  person  being  limited  to  say  one  hundred,  there 
is  no  difficulty  in  realizing  any  calls  which  may  be  made  on  the  stock- 
holders ; and  it  effectually  prevents  a body  of  fourteen  or  fifteen  persons, 
in  whose  hands  a majority  of  a small  stock — already  eaten  up  by  expenses — 
may  be  vested,  from  having  an  entire  control  over  the  affairs,  and  in 
operation  rendering  it  a private  institution  with  corporate  powers  and 
limited  liability.* 

Of  all  the  evils  of  Life  Insurance  most  to  be  dreaded — and  to  which 
small  Proprietaries  are  peculiarly  prone — is  an  inclination  to  LITIGATE. 
No  man  desires  to  leave  a lawsuit  as  an  inheritance  to  his  widow  and 
children.  Yet,  where  a Life  Insurance  Company  has  an  inclination  that 
way,  the  best  intentions  of  the  insurer  may  be  thwarted,  and  the  machina- 
tions of  a dishonest  company  be  successful.  A policy  of  Life  Insurance  is 
not,  as  generally  supposed,  a simple  contract — but  it  is  a contract  upon  a 
warranty.  In  effecting  an  insurance,  four  different  papers  are  signed  by 
four  different  parties,  viz.  : the  applicant,  the  medical  examiner,  the  family 
physician  of  the  applicant,  and  by  a personal  friend  ; and  these  four  papers 
must  agree,  or  the  warranty  is  bad,  though  three  of  the  documents  are 
never  seen  by  the  insured.  If  any  fact  is  withheld,  though  not  material 
to  the  cause  of  death,  the  policy  is  void.  For  instance,  a man  drowned  at 
sea,  having  omitted  to  state  that  he  had  had  an  attack  of  gout,  would 
void  the  policy  ; though  the  fact  of  his  having  had  the  gout,  is  not  material 
to  his  being  drowned. 

It  therefore  behoves  a person  about  to  insure  his  life,  to  have  special 
regard  to  the  character  of  an  office  on  this  point : Should  he  find,  on 
inquiry,  that  an  office  is  inclined  to  litigate  any  claim — that  the  trustees 
prefer  tedious  and  vexatious  delay  to  arbitration — that  they  do  not  meet 

* In  such  a case  the  trustees  may  exhaust  the  finances  of  a company  in  decla- 
ring dividends  to  themselves,  to  the  ruin  of  the  insured. 
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demands  upon  them  of  whatever  nature,  in  a spirit  of  equity  and  liber- 
ality— that,  rather  than  court  inquiry  into  the  justice  of  the  claim,  they 
endeavour  to  evade  it  by  malicious  insinuations  or  fraudulent  trickery — in 
such  cases,  let  the  insurer  avoid  the  office  as  he  would  a pestilence,  no 
matter  how  tempting  their  offers  may  he. 

The  causes  which  chiefly  lead  to  litigation  are  low  premiums  and  high 
dividends  or  profits — and  note  of  hand  payments,*  and  all  other  modern 
“ benefits,”  under  whatever  name  they  may  he  granted,  j These  are  the 
overtrading  of  Life  Insurance — and,  to  repeat  the  words  of  Mr.  Griffith 
Davis,  “Whatever  capitals  they  may  boast  of  (cash),  or  however  prosper- 
ous they  may  appear  to  go  on,  even  for  a considerable  time — the  result 
must  ultimately  terminate  in  litigation,  disappointment,  and  ruin.” 

I trust  I have  now  placed  the  principles  of  Life  Insurance  before  the 
public  in  simple  language  that  can  be  understood — and  that  the  insurer 
will  be  able  to  form  his  own  opinion  of  the  office  he  insures  in,  without 
the  interference  of  interested  parties.  If  conducted  upon  sound  principles, 
there  is  in  fact  no  difference  between  the  different  systems  of  Proprietary 
and  Mutual — the  former  charge  less,  the  latter  a higher  rate  of  premiums. 
The  former  have  a paid-up  capital — the  latter  create  their  own  capital  from 
the  excess  of  premium.  If  a Proprietary  Company  charge  at  30  years  of  age, 
82  AAjAj,  and  a Mutual  Company  82  T^,  the  difference  is  $fe  per  8100  insured, 
or  16  per  cent,  excess  upon  the  amount  of  premiums.  If  equally  successful, 
and  in  the  fourth  year  of  their  existence,  the  Proprietary  Company  receives 
8100,000  premiums,  and  has  a paid-up  capital  of  8100,000,  the  relative 
position  to  the  Mutual  would  be  that  the  Mutual  would  receive  8116,000, 
of  which  sixteen  thousand  would  be  invested  as  capital,  the  remaining 
8100,000  being  equally  required  by  both  companies  to  meet  their  engage- 
ments. If  the  premiums  received  remained  the  same  in  both  institutions 
for  51  years,  the  816,000  per  annum  excess  of  premiums  would,  at  com- 
pound 6 per  cent,  interest,  accumulate  to  8100,000,  and  thus,  at  the 
termination  of  the  tenth  year,  both  companies  would  be  upon  an  equality. 
But  the  annual  8100,000  would  not  be  divisable  for  dividend  or  bonus 
until  a fair  valuation  had  been  made  of  every  policy.  Mutual  offices  should 
pursue  the  rule  laid  down  by  Mr.  Babbage  in  his  account  of  the  system 
of  Mutual  Assurance,  wherein  he  observes,  “ A mistake  not  unfrequent, 
though  one  which  ought  to  be  most  carefully  guarded  against,  is  the  con- 
sideration of  accumulated  capital  in  the  possession  of  a company  at  any 
period  for  the  payment  of  its  contracts,  as  the  enjoyment  of  so  much  posi- 
tive profit.  * * * * * * * This  accumulation  is  capital,  liable  to  be 
reduced  or  expended  in  fulfilling  the  engagements  of  the  society,  and  not 
profit,  which  may  be  fairly  distributed  among  the  members.” 

As  yet,  the  subject  of  Life  Insurance  has  been  brought  before  the 
people  of  the  United  States  only  in  its  simplest  form;  and  few  persons 

* The  note  of  hand  system  of  the  United  States  is  totally  different  from  the 
“ half  ckedit”  of  English  offices,  and  the  two  must  not  he  confounded  together. 
The  latter  is  only  a five  years’  policy,  the  insurer  paying  a heavy  fine  should  he 
wish  at  the  expiration  of  that  time  to  convert  it  into  a whole  life  policy. 

f A guarantee  capital,  added  to  a consumptive  office,  is  like  a stone  thrown  to  a 
drowning  man.  The  additional  weight  only  sinks  him  the  sooner. 
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have  allowed  themselves  to  inquire  into  the  magnitude  of  this  vast  pro- 
vident institution.  However  numerous  Life  Insurance  Companies  may  be, 
they  are  part  and  parcel  of  the  one  system — the  great  national  savings 
bank  for  the  widow  and  orphan — the  accumulated  savings  of  twenty 
millions  of  persons.  I have  now  before  me  twenty-two  prospectuses  of 
different  offices,  possessing  on  an  average  incomes  exceeding  seventy  thou- 
sand dollars  per  annum,  or  one  million  five  hundred  and  forty  thousand 
dollars  for  the  whole  twenty-two.  As  doubtless  there  are  other  offices 
whose  prospectuses  I do  not  possess,  the  whole  may  be  estimated  at  two 
millions  of  dollars  per  annum,  as  the  present  limited  investment  of  the 
people  in  this  description  of  security.  After  paying  losses  and  expenses, 
therefore,  for  twenty-five  years,  if  these  offices  are  solvent,  they  will 
possess  amongst  them  accumulated  funds  liable  for  their  contracts,  of  thirty 
millions  two  hundred  and  fifty  thousand  dollars;  but  if  a healthy  system 
is  pursued,  and  this  species  of  security  is  regarded  with  implicit  confidence, 
as  it  should  be  by  the  provident,  then  the  accumulated  funds  will  not  bo 
less  than  from  three  to  three  hundred  and  fifty  millions  of  dollars ; and 
the  liabilities  which  will  be  amply  provided  for,  will  amount  to  thousands 
upon  thousands  of  millions  of  dollars  eventually,  to  be  distributed  amongst 
the  more  unprotected  and  helpless  portion  of  the  community. 

I would  ask  every  thinking  man  in  the  community,  therefore,  if  this 
subject  of  Life  Insurance  is  not  one  which  deserves  the  most  patient  and 
careful  examination  ? If  it  be  not  of  an  importance  second  to  none  other  in 
the  States?  requiring  science,  talent,  and  probity  in  its  conduct  ? I demand 
of  them  whether  the  welfare  of  the  community  is  not  best  consulted  by  the 
full  exposure  of  every  scheme  which  emanates  from  the  ignorant  pretender, 
and  is  foisted  on  the  people  by  insidious  and  designing  men  ? I would 
have  the  right-minded  portion  of  society  everywhere  inculcate  the  true 
doctrine  of  Life  Insurance,  that,  future  benefit  is  incompatible  with  present 
dividends — that  if  the  insurer  accepts  present  dividends,  his  family  must 
forego  the  future  benefit.  The  premiums  on  life  are  calculated  for  the 
future,  and  if  present  as  well  as  prospective  benefits  are  required,  other 
tables  must  be  selected.*' 

All  men  of  education  and  reflection  should  ponder  well  upon  the  advan- 
tages of  Life  Insurance,  and  should  promulgate  their  acquired  knowledge 
throughout  the  whole  circle  of  their  acquaintance.  They  should  remember 
that  it  recommends  itself  in  many  instances  not  merely  as  a measure  of 
expediency,  but  as  a bounden  duty — a duty  easily  discharged  by  the  pay- 
ment of  a moderate  sum.  The  question  is,  shall  the  married  man  trust 
the  comfort  of  his  family  to  a chance,  albeit  a promising  one,  or  is  he  not 
rather  bound  to  make  sure  of  a provision  as  far  as  he  can  for  his  wife,  his 
children,  his  helpless  relatives,  for  all  those  dependent  upon  him  for 
support,  and,  through  the  medium  of  Life  Insurance,  assure  an  adequate 
provision  against  impending  poverty  and  irretrievable  distress  ? How  many 
men  have  I heard  say,  “Yes,  but  I want  to  insure  for  a large  sum  when  1 

"*At  the  age  of  30,  the  premium  for  a hundred  dollars  to  be  paid  at  40  years  of 
age,  or  sooner  in  case  of  death,  is  worth  $11.17  per  annum;  yet,  overreaching 
cupidity  would  induce  some  men  to  believe  they  can  obtain  an  equal  benefit  for 
$2.36. 
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do  insure,  and  it  is  not  convenient  now/'  and  so,  because  the  man  cannot 
gratify  his  vanity  and  pay  the  life  premium  on  $10,000  at  an  expense  of 
two  hundred  dollars  per  annum — receive  an  eighty  per  cent,  scrip  dividend 
and  give  a promissory  note — he  dies  and  leaves  his  wife  and  child  houseless, 
sorrow-stricken,  and  broken-hearted,  thrust  on  the  cold  kindness  of  quasi 
charitable  relations,  without  a cent  to  bury  him  or  provide  food  for  them- 
selves— and  this,  because  he,  the  loving  and  devoted  husband,  would  not 
make  even  a temporary  provision,  consonant  with  his  circumstances,  for 
the  wife  who  had  been  his  nurse  in  sickness,  his  friend  in  distress,  and 
whom  he  had  sworn  to  cherish  and  protect — and  by  the  payment  of  twenty 
or  thirty  dollars  annually  for  seven  years,  secure  two  thousand  dollars  for 
her  use,  provided  he  should  die  within  that  period  ! 

In  those  solitary  hours  when  woman  is  left  to  her  own  reflections — when 
the  busy  and  bustling  husband  is  stirring  with  the  world,  and  floating  on 
the  stream  of  an  imaginary  prospective  affluence — how  often  does  the 
future  present  itself  to  her  view,  unselfishly . as  regards  herself — but 
painfully  absorbing  as  regards  her  offspring  ! How  can  she  bring  the  sub- 
ject to  her  husband’s  notice  without  startling  his  affection,  or  in  many  cases 
without  subjecting  herself  to  a bitter  and  brutal  insinuation  ? Her  deli- 
cacy— her  affection  revolt  from  the  idea  of  proposing  to  him  the  necessity 
of  that  which  she  feels  to  be  his  duty,  and  which  he  should  be  the  first  to 
suggest.  She  listens  to  his  tale  of  future  wealth  and  independence,  of 
speculative  thousands,  and  regrets  to  think  that  a paltry  sum  is  withheld, 
which,  under  a sudden  affliction,  might  be  the  saving  of  herself  from  destruc- 
tion, her  infant  from  a bleak  and  dreary  childhood.  The  husband,  if  spoken 
to  on  the  subject,  often  mistaking  his  wife’s  delicacy — his  wife’s  diffi- 
dence— his  wife’s  dislike  to  allude  to  a period  which  must  bring  to  her  so 
all-absorbing  a loss — will  declare  that  he  “ has  spoken  on  the  subject,  and 
has  been  requested  never  to  mention  it  again.”  Strange  that  man,  who 
owes  to  his  wife  the  chief  charm  of  his  existence,  the  every-day  comfort 
of  his  life,  should  be  able  to  look  heartlessly  to  that  period  when  their  last 
parting  shall  take  place — when  removed  to  that  world  where,  to  him,  all 
is  hope  and  consolation — he  shall  have  wilfully  left  her  in  darkness  and 
desolation,  steeped  in  poverty  and  wretchedness,  to  struggle  with  the  hard 
justice  of  a hard-handed  world. 

Let  woman  speak  for  woman — let  each  urge  the  other’s  claim,  and  make 
selfish  man  comprehend  that  he  has  a conscientious  course  to  pursue,  a 
bounden  duty  to  perform,  in  providing  for  those  who  constitute  his 
“ home/’  and  that,  in  “ resorting  to  Life  Insurance,  he  is  risking  nothing, 
but  truly  securing  a certain  profit  upon  that  which  is  at  all  times  an  uncer- 
tain event.” 

The  general  uses  of  Life  Insurance  are  too  numerous  to  be  repeated  in 
this  treatise ; but  the  following  will  be  found  amongst  the  most  frequent 
instances  where  its  intervention  is  required  : — It  is  applicable  to  the  several 
purposes  of  raising  money  on  loans,  where  personal  security,  only,  can  be 
offered ; — of  making  and  perfecting  marriage  settlements  ; — of  securing  the 
eventual  payment  of  doubtful  debts,  due  to  individuals  or  bodies  of  credi- 
tors;— of  enabling  proprietors  of  real  estate,  charged  with  mortgages,  or 
with  portions,  or  other  encumbrances,  payable  on  the  termination  of  their 
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own  or  others’  lives,  to  answer  the  charges  when  they  fall  due ; — of  secu- 
ring to  parents  the  return  of  moneys  paid  as  premiums  for  clerkship  or 
apprenticeship,  marriage  portions,  capital  embarked  in  business,  or  other 
advances  made  for  children,  in  the  event  of  their  premature  death ; — of 
reimbursing  to  the  purchaser  of  any  life-estate,  or  annuity,  his  principal, 
on  the  death  of  the  person  during  whose  life  it  was  liolden ; — of  rendering 
contingent  property  nearly  equal,  iu  point  of  security,  to  absolute  pro- 
perty;— and,  generally,  as  affording  means  of  certain  indemnity  against 
any  pecuniary  loss,  claim,  or  inconvenience  whatsoever,  to  which  one  indi- 
vidual may  became  subject,  by  reason  of  the  death  of  another. 

When  two  young  persons  marry,  and  that  essential  ingredient  to  future 
enjoyment,  money,  is  wanting  on  both  sides — how  estimable  it  would  be  for 
them  to  create  a trust  fund,  and  from  the  earnings  of  the  husband,  and  by 
quarterly  payments,  secure  a small  sum,  in  the  event  of  his  death ; limited 
as  their  income  might  be,  this  provision  would  always  allow  them,  after 
deducting  the  amount  of  premium  (about  2 per  cent.),  the  free  use  of  the 
remainder.  There  would  be  no  necessity  for  a pinching  parsimony ; there 
would  be  none  of  those  evils  which  sometimes  result  from  a habit  of  too 
rigid  saving ; but  the  premium  once  paid,  the  sum  insured  (in  a good 
office)  would  be  secured  beyond  all  possibility  of  risk,*  and  the  husband 
would  look  honestly  and  fearlessly  to  the  varied  course  of  his  daily  duties, 
assured  that  if,  in  the  all-wise  dispensations  of  Providence,  any  accident 
should  befall  him,  his  home  would  not  be  rendered  desolate,  his  property 
sacrificed,  or  his  family  distressed. 

The  table  of  the  rate  of  Premiums  may  be  depended  upon,  as  offering 
to  insurers  a sound  principle  of  Life  Insurance,  based  upon  a proper  calcu- 
lation of  the  risks  to  which  a Life  Insurance  Company  is  always  liable. 
But  the  Mutual  rates  do  not  afford  more  than  a two  per  cent,  dividend  per 
annum  at  the  end  of  five  years.  I would  again  remark,  the  rate  of  interest 
of  the  public  funds  and  mortgages  is  a settled  thing — the  “ tables  of  mor- 
tality” are  a settled  thing — the  speculator,  therefore,  has  only  the  third 
element,  “ expenses,”  to  deal  with. 

The  proper  method  of  calculating  and  distributing  these  expenses  are 
matters  which  do  not  fairly  belong  to  this  treatise,  and  for  which  I have 
not  space ; but  in  this,  as  in  all  cases,  I shall  be  most  happy  to  afford 
every  information  and  assistance  relative  to  Life  Insurance  (either  verbally 
or  by  post),  to  the  officers  of  distant  institutions;  to  persons  desirous  of 
insuring  their  lives;  or  to  those  great  public  instructors,  the  Newspaper 
press  ; glad  if  at  any  time  I can  do  aught  to  promote  the  advancement 
of  a science  so  well  adapted  to  the  habits  of  economy  and  forethought  of  the 
people  of  this  great  republic,  and  at  once  put  a stop  to  the  evils  which 
have  arisen  by  a deviation  from  those  principles  of  sound  mathematical 
calculation,  which  are  the  only  basis  of  Life  Insurance. 

* Where  an  industrious  man  has  accumulated  a small  sum  of  money,  for  the 
future  benefit  of  his  family,  by  devoting  the  interest  of  such  investment  to  pay  the 
premiums,  he  at  once  attains  his  object.  For  example,  if  he  has  accumulated 
$500,  the  interest  of  which  is  $30  per  annum ; at  30  years  of  age,  for  this  $30  he 
may  assure  for  whole  life  $1388.80,  or  for  a seven  years’  policy,  $2300;  which, 
added  to  his  own  $500  that  he  keeps  in  his  own  custody,  will  make  a fair  pro- 
vision for  his  family. 


